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MONDAY, AUGUST 18, 1958 


Houst oF REpresENTATIVES, 
SUBCOMMITTEE ON FOREIGN AGRICULTURAL OPERATIONS 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittee met at 10 a. m., in room 1310, New House Office 
Building, Washington, D. C., Hon. W. R. Poage (chairman of the 
subcommittee) presiding. 

Mr. Poace. The committee will please come to order. I believe we 
now have a quorum of the committee. 

We are met here today, gentlemen, to consider the operations of the 
Public Law 480 program. I have just been advised in the last few 
minutes we have been requested to appoint conferees on the bill to 
extend Public Law 480. The committee wanted to know a little more 
about the operations of Public Law 480 before leaving here and felt 
we might need to hold hearings after Congress adjourned. We want 
to explore the general situation this morning and make our program 
a little more intelligently in the future. We had hoped to have some 
of those charged with the operations of these programs. We find 
most of those who claim the responsibility are engaged somewhere else 
or unfortunately we find Mr. Daniels had a stroke Saturday night and 
could not be here. 

So we have a number of representatives from the Department here 
who I am sure can tell us about the operations of the program. We 
would like to know a little bit more about why they did some of these 
things. 

I have several representatives from the Department listed as being 
present. I presume, Mr. Miller, that you probably would be spokes- 
man for the Department. 

Mr. Mutter. I certainly will for the Commodity Stabilization Serv- 
ice and Barter. 

Mr. Cootry. Mr. Poage said we were interested in Public Law 480. 
We are always interested in cash sales and in the whole program of 
disposition of surplus commodities. We want to go into the overall 
operation. 

Mr. Miter. We are prepared to do that, sir. 
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STATEMENT OF CLARENCE L. MILLER, ASSOCIATE ADMINISTRA- 
TOR, COMMODITY STABILIZATION SERVICE; CHARLES E. RAEDER, 
ASSISTANT TO THE GENERAL SALES MANAGER, COMMODITY 
STABILIZATION SERVICE; AND THOMAS R. RAWLINGS, DIREC- 
TOR, BARTER AND STOCKPILING, COMMODITY STABILIZATION 
SERVICE 


Mr. Poace. I suppose, Mr. Miller, you might as well open this up 
and give us an outline of your foreign operations and how you are 
disposing of these commodities. We will not want to go into the 
details at the moment. 

Mr. Mitter. I will be glad to. I have no formalized statement and 
I think Mr. Heimburger stated he did not expect us to have one this 
morning. 

Mr. Coortry. Are you in a position now or can you furnish this in- 
formation later? I would like to know something about the magnitude 
of the operations, how much money we now have in CCC inventories 
and how it is invested, commodity by commodity. 

Then I want to know what quantities of surplus commodities have 
been disposed of and how they have been disposed of. That is, whether 
by sale or barter and if by sale whether for dollars or foreign cur- 
rencies. Iam sure you have that information. 

Mr. Minter. We have it, I believe. Mr. C. E. Raeder is here, Office 
of General Sales Manager. 

Mr. Cootry. I think this is true. The Commodity Credit Corpora- 
tion is the world’s largest food and fiber merchant. 

Mr. Mitter. It is a safe statement to make. 

Mr. Cooney. That being true, we want to know what sales force we 
have employed to dispose of these commodities and something about 
the techniques of salesmanship that are employed. We also want to 
know something about the difficulties the American businessmen have 
encountered in consummating transactions involving these surplus 
commodities. 

What I have in mind is this. A new businessman, let us say, who has 
not done any business with Commodity Credit Corporation in the past, 
what are the procedural steps he must take, who is the person with 
whom he may confer, how may he obtain information that can be 
passed on to prospective foreign buyers or businessmen in foreign 
countries ? 

Mr. Srupson. If the chairman will yield, do you not think it would 
be a good idea for the committee to know something about the certifi- 
cates of essentiality ? 

Mr. Cooter. Yes, sir; where they are required and if so, under what 
circumstances. 

Mr. Simpson. In other words, is some concern anywhere in the 
United States obtaining a certificate of essentiality—— 

Mr. Cootry. Essentiality and additionality. 

Mr. Stupson. It is over and above the normal requirement ? 

Mr. Cootry. That is right. 

Mr. Stmpson. They should know whether or not some firm anywhere 
in the United States has gotten hold of one of these certificates and 
sold it at a profit in my opinion. 
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Mr. Coorzy. There is some evidence before this committee, on 
former occasions, to the effect that when a businessman obtains a certif- 
icate of additionality he is then in a position to make tremendous 
profits by a little effort on his part. I do not know enough about the 
transactions to know how important the certificate of additionality is, 
how often it is issued, or under what circumstances. 

Mr. Miurr. If I might start out, Mr. Chairman, in general 
conversation, and if you will direct me in the avenue you want fol- 
lowed, we will develop the subject matter as we go along and proceed 
in that manner. 

First of all, I think you want us to talk about the activities of the 
General Sales Manager’s Office, that being one of the primary methods 
used by Commodity Credit Corporation in disposing of its accumulated 
surpluses. 

We will also from our side of the House be able to discuss the barter 
program. That is another very important method we have used in 
disposing of agricultural surpluses. We have Mr. O’Leary, who will 
talk about the Public Law 480 aspects of our disposal program han- 
dled by Foreign Agriculture Service in close cooperation with our 
Commodity Stabilization Service activity. 

We have created the Office of General Sales Manager, I think under 
an act of Congress, some 2 years ago. 

Mr. Rarper. At the direction of Congress 3 years ago. 

Mr. Mitter. Frank Daniels was appointed as General Sales Man- 
ager. He has the complete staff at his disposal, people who have had 
knowledge of merchandising in the Department in years gone by. He 
has as his immediate assistant Mr. John Dean and then he has various 
others, including Mr. Raeder. 

Mr. Cootry. May I interrupt to ask you to give us the names of 
members of his staff and some information concerning their ex- 
perience ? 

Mr. Mitirr. Yes, sir. 

Mr. Cootry. The reason T ask that is that I have been told by 
people in the cotton trade that the Department of Agriculture did 
not have a single man experienced in cotton in the whole Depart- 
ment, that is, associated with these programs we are talking about. 

Please give us the names and a little biographical sketch as to each 
and it will be helpful. 

Mr. Mintzer. We will be glad to supply that, Mr. Cooley. 

(The data referred to above is as follows:) 


STrarr MEMBERS OF THE OFFICE OF GENERAL SALES MANAGER 


Francis C. Daniels, General Sales Manager 


Mr. Daniels has had many years of experience in the field of merchandising 
agricultural commodities. He served 2 years as a consultant to the CSS Admin- 
istrator in the development of special programs to sell CCC commodities. Ap- 
pointed General Sales Manager July 1, 1955. 

Before entering Government service, Mr. Daniels was secretary and general 
manager of a large agricultural supply distributing organization. Before that, 
he spent several years in the sales departments of agricultural product manu- 
ufacturers, including a period as assistant sales manager for one of the largest 
feed manufacturing companies in the eastern part of the country. He also 
served as a director and chairman of the feed rules committee of the National 
Grain and Feed Dealers Association. 

Mr. Daniels was born in Marquette, Mich., and graduated from high school 
and college in that city. He served with the 85th Division of the Army during 
World War I. 
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John H. Dean, Deputy General Sales Manager 

Reared on a farm in South Carolina, and a graduate of Clemson Agricultural 
College. Has been engaged in agricultural services and in program administra- 
tion continuously during the past 26 years. 

After a period of land use, disease control and county agricultural extension 
agent, joined staff of the United States Department of Agriculture in Arkansas 
in 1989. Transferred to Washington in 1942 and served several years as Assis- 
tant Director of the Cotton Division. From 1950 until July 1955, served as 
Deputy Administrator for Price Support and since July of 1955 has been Deputy 
General Sales Manager of the Commodity Stabilization Service. 

The Office of the General Sales Manager, consulting with the Administrator 
and the CCC Board of Directors, determines policies and directs operations for 
all sales of CCC commodities, both in Washington and in the seven commodity 
field offices. 


Walter W. Sikes, assistant to the General Sales Manager 


Born: August 29, 1907, Wake Forest, N. C. 

Education: B. A. degree from Wake Forest College 1930; one semester post- 
graduate work, Columbia University, New York City, 1930-31; Wake Forest Law 
School, summer sessions of 1928 and 1929. 

Previous employment— 

1932-35: Teacher, Anderson Junior College, Anderson, 8S. C.; representative, 
Mutual Benefit Life Insurance, Newark, N. J., at Anderson, S. C. 

1935 : Entered Government service, September 5, 1935. 

1935-87: (Senior clerk) Economic Section, Division of Cotton, Agricultural 
Adjustment Administration, USDA. 

1937-48 : Administrative assistant, Southern Division, AAA, USDA. 

1943-47: War Food Administration, CCC, Transportation and Warehousing. 

1947-48 : Chief, Shipping and Storage Area Office, Chicago, Il. 

1948-55: Chief, Procurement Section; assistant to Chief, Procurement and 
Import Division, Fats and Oils Branch, PMA, USDA. 

1955 (May to November) : Assistant Chief, Fats and Oils Division, International 
Cooperation Administration, Department of State. 

1955 to present: Assistant to General Sales Manager, CSS. Primarily re- 
sponsible for sales program of cotton and fats and oils. 


Charles E. Raeder, assistant to the General Sales Manager 


Responsibility : Corn, oats, grain sorghums. 

Education : National University Law School, LL. B. degree, 1933. 

Experience: 1920-42—Southern Railway & Fruit Growers Express Co., traf- 
fic work perishable commodities ; 1942-45—supply officer, United States Navy, 
traffic, inventory management—surplus disposal; 1945-47—Chief, Program Op- 
erations Division, Production Marketing Administration, Department of Agri- 
culture; 1947-50—Chief, Grain Storage Expansion Division, PMA; 1950-52— 
Deputy Director, Transportation and Warehousing Division, PMA; 1953-55— 
Staff Assistant, Commodity Disposal Division, CSS; 1955 to present date—Office 
of General Sales Manager, CSS. 


Hayden J. Bennett, General Sales Manager's European representative stationed 
at The Hague, Netherlands 
Prior to Mr. Bennett’s appointment in July 1957 he had experience both in 
business administration and agriculture. He owned and operated near Madison, 
Wis., one of the State’s larger seed and vegetable farms, with sales activities 
extending throughout the Middle Western and Eastern States. 
In his present position he is promoting the sale of surplus agricultural com- 
modities in the European area. 
Brian T. Cunningham, direction and management of the General Sales Manager’s 
representatives in New York City, San Francisco, and The Hague, Nether- 
lands 


Employed by the Borden Co., New York, N. Y., from January 1931 to June 1937 
in the wholesale distribution of dairy and poultry products; advanced to branch 
manager. June 1937 opened own wholesale dairy and poultry products business 
in Brooklyn, N. Y. Business discontinued in March 1943 because of war condi- 
tions. First entered Government in March of 19438 as an analyst with the Office 
of Price Administration Dairy Division. In October 1944 transferred to USDA 
War Food Administration in charge of the sale of surplus dairy and poultry 
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products. On January 1, 1947, became associated with C. A. Swanson & Sons, 
Omaha, Nebr., as vice president and general manager of their Washington divi- 
sion. Returned to USDA in October of 1948 and opened a Northeast area office 
located in New York City for the Poultry Branch of the Production and Market- 
ing Administration. In July 1950 returned to Washington and did field service 
work for Poultry Branch of the Production and Marketing Administration. In 
January 1952 appointed as Chief, Commodity Operations Division, Poultry 
Branch, responsible for purchase, distribution, and sale of poultry and poultry 
products. Under general reorganization of the Department, transferred in June 
of 1954 to Barter and Stockpiling Division of Commodity Stabilization Service 
as barter contract negotiator. Transferred to present position on April 29, 1957. 


Joseph Reidinger, General Sales Manager’s New York representative stationed 
at New York City 

First entered Government in January 1942 as a clerk with USDA Federal Sur- 
plus Commodities Corporation, advancing to senior clerk, junior marketing spe- 
cialist, marketing specialist, and administrative officer. From 1946 to June of 
1953 Assistant Chief, Programs Operation Division, Production and Marketing 
Administration, New York City Commodity Office. From July 1953 to Mareh 1954 
director of transportation and storage for National Molasses Co., Orland, Pa. 
March 1954 to January 1955 assistant general freight agent, American Export 
Lines, New York City. Returned to USDA in January 1955 as administrative 
officer with Agricultural Marketing Administration, Food Distribution Division, 
directing the disposal for human consumption commodities acquired by the 
Government. Transferred to present position in September 1955. 


Ralph EH. Spencer 

Name: Ralph E. Spencer. Age: 40. 

Military status: Veteran; captain, United States Army Reserve. 

Education: 1938-42, University of Utah, B. S. degree, social science; 1942—43 
and summer 1947, Duke University, M. A. degree, economics ; 1951-53, American 
University Graduate School, evening classes in economics. 

Present position, January 1956 to present: Staff assistant and economist, 
Office of General Sales Manager, Commodity Stabilization Service, United States 
Department of Agriculture, Washington, D. C. 

Prior experience .— 

February 1955—January 1956: Chief of Trading Branch and commodity futures 
analyst, Commodity Exchange Authority, United States Department of Agricul- 
ture, Washington, D.C. 

1953-55: Supervisory training officer and education advisor, United States 
Department of Defense, Fort Belvoir, Va. 

1951-53: Economist, Food and Restaurant Division, Office of Price Stabiliza- 
tion, Washington, D.C. 

1947-50: Instructor of economies, School of Business, University of Utah, 
Salt Lake City, Utah. 

1947-50: Member and chairman, Utah State Veterans’ Advisory Council, Salt 
Lake City, Utah. 

March—December 1950: Economic and political liaison analyst for the late 
Senator Elbert D. Thomas of Utah, and political committees throughout the 
State of Utah. 

1943-47: Price analyst, Office of Price Administration, Utah District Office. 

1944-May 1946: Served in United States Army Air Force, Army Airways 
Communications System. 

Summers of 1936 through 1942: Salesman and manager, 15-acre fruit farm, 
Salt Lake City, Utah. 

Peter B. Pauli, administratice officer 

srief description of duties: Formulates sales and subsidy including pricing, 
programs, on soybeans, flaxseed, rice, and dry edible beans, in collaboration 
with trade and USDA agencies for approval of General Sales Manager. De- 
velops procedures and controls for enforcement of CCC sale and subsidy contract 
provisions on all commodities in inventory. 

Background .— 

1955-58: Office of General Sales Manager, CSS (see above description). 

1946-55: Marketing specialist, Grain Branch, PMA and Grain Division, CSS. 
Under general supervision, developed and administered purchase, setaside, price 
support, and sales programs. 


30222—58 





9 
~ 





6 PROGRAM OPERATIONS OF PUBLIC LAW 480 


1942-46: United States Army. 

1941-42: Surplus Marketing Administration, United States Department of 
Agriculture. Organized Kansas and Missouri counties and conducted adminis- 
trative surveys and compliance investigations under the food-stamp plan. 


Harry I. Dunkleberger, assistant to the General Sales Manager 

Education: AB, Stanford University; 2 years graduate study, Syracuse Uni- 
versity ; MS pending satisfaction thesis requirement. 

Experience : 

1930-44: Entered Federal service with United States Department of Agri- 
culture, holding progressively responsible administrative management positions 
with Office of Personnel, the Agricultural Marketing Administration, and the 
Food Distribution Administration. As Chief of the Organization and Proce- 
dure Divisions of the latter two agencies directed work in organizing defense 
and wartime food procurement, supply and distribution programs and program 
procedures. 

1946-50: Chief, Organization and Management Division, Production and Mar- 
keting Administration, United States Department of Agriculture, including direc- 
tion of activities in connection with organization and management of programs 
of the Commodity Credit Corporation. 

1950-53: Chief, Administrator’s program staff, Production and Marketing 
Administration, United States Department of Agriculture, responsible for pro- 
gram policy development and coordination and interagency liaison including pro- 
grams of the Commodity Credit Corporation. 

1953-56: Senior regional public administration adviser for Latin America, 
Institute for Inter-American Affairs, Foreign Operations Administration (ICA), 
United States Department of State, serving overseas in Bolivia where duties 
included initial work in establishing United States economic aid program to 
Bolivia and as acting program officer with United States Operations Mission to 
Paraguay. 

1956-58: Assistant to General Sales Manager, Commodity Stabilization Serv- 
ice, United States Department of Agriculture. 


Callan B. Duffy, General Sales Manager’s west coast representative stationed 
at San Francisco, Calif. 

Has been with the Federal Government for approximately 22 years. . During 
this period with the United States Department of Commerce, War Assets Ad- 
ministration, Bureau of National Affairs, War Production Board, and United 
States Department of Labor. Positions with these agencies have been in con- 
nection with market research, sales promotion, and labor relations. Trans- 
ferred to this position from the Wage and Hour Division of the United States 
Department of Labor on July 29, 1957. 


Walter S. Greene, staff assistant to General Sales Manager 

Responsibility: Dairy products, tobacco, naval stores, honey, wool, fruits, 
fruit juices, vegetables, vegetable oils. 

Education: New York State College, entomology, B. 8S. degree, 1929; George 
Washington University, endocrinology, M. 8S. degree, 1953. 

Experience: April 1928-November 1928, USDA, California, Bureau of Ento- 
mology, field assistant; 1929, USDA, Nebraska, Bureau of Entomology, junior 
entomologist; 1930, USDA, Washington, D. C., Bureau of Biological Survey; 
1931-37, USDA, Washington, D. C., Food and Drug Administration, microana- 
lyst and dairy research; 1937, USDA, Denver, chemist, fruits and vegetables; 
1938-39, USDA, Colorado, inspector, Food and Drug Administration; 1940-42, 
USDA, California, research on fish and vegetable products ; 1942, USDA, Wash- 
ington, D. C., fish marketing specialist, Livestock Division, War Food Adminis- 
tration; 1948, USDA, Washington, D. C., Livestock and Meat Division, Pur- 
chasing Branch, purchased cereal, fats, oils, and meats; 1944-46, United States 
Army, pathologist; 1946-48, USDA, Washington, D. C., Wool Division, PMA; 
1949-57, USDA, Washington, D. C., Oils and Peanut Division, worked in Eco- 
nomic Analysis Branch, Field Operations Branch, and Procurement and Import 
Branch; 1957 to the present, USDA, Washington, D. C., Office of the General 
Sales Manager, CSS. 


Judson E. Evans, staff assistant, Office of General Sales Manager 

Commodity responsibilities: Wheat, barley, rye. 

Experience: June 1956 to present, Office of General Sales Manager, Com- 
modity Stabilization Service, United States Department of Agriculture. Pro- 
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gram development for sale of assigned commodities; August 1954—June 1956, 
grain marketing specialist, Grain Division, CSS, USDA. Attached to the Inter- 
national Wheat Agreement staff; August 1953—-August 1954, agricultural mar- 
keting specialist attached to the New Orleans and Cincinnati commodity offices. 
Program work on assigned commodities ; 1946-54, United States Department of 
Agriculture, program liaison officer. Administrative officer responsible for pro- 
gram development and liaison work in connection with shipment of agricultural 
commodities abroad ; 1942-45, War Shipping Administration, Assistant Director, 
Transit Inventory Division. Program development and inventory accounting 
for lend-lease shipments abroad ; 1938-42, United States Department of Agricul- 
ture, Federal Surplus Commodity Corporation. Served as purchasing agent 
for the Corporation and assisted in the development and execution of various 
purchase and shipment programs for surplus agricultural commodities ; 1984-38, 
served in various administrativé and other capacities in the Department of the 
Interior and Department of Agriculture; 1930-34, operated wholesale fruit and 
produce business. 

Mr. Mitier. We have operated generally in the Office of the Sales 
Manager a program of selling agricultural commodities for export on 
a bid basis. We are required, of ¢ ‘ourse, to sell on the domestic market 
at 105 percent of current support price plus carrying charges. 

Mr. Cootry. Except when the commodity is likely to deteriorate. 

Mr. Miter. Yes; in danger of going out of condition or likely to 
do so, 

Those sales under that latter provision have been rather limited 
because we, contrary to what some people think, do not have a great 
deal of spoilage in commodities held by the Commodity Credit Cor- 
poration. 

Up until July of this year we had operated on a bid basis for sale in 
export. The bids which we accepted were calculated to be at competi- 
tive world prices. They were not calculated to be a price-cutting de- 
vice against other exporting countries throughout the world, but cer- 
vice against other exporting countries throughout the world, but 
cert: ainly we intended to set our level of bids that would reflect com- 
petitive world prices in all agricultural commodities. 

We felt we were quite successful. Mr. Raeder in a few moments 
will discuss it. 

Mr. Hacen. You offer a commodity for sale, do you specify a mini- 
mum bid in this or do you just reserve the right of rejection? 

Mr. Mitrrr. It really is an offer-and-acceptance basis at competitive 
prices. We have what we call an upset price which we have deter- 
mined in advance and that upset price is the price that we calculate 
is the competitive world price for that particular commodity. We 
sell and accept bids on all commodities (predetermined maximum 
quantities), that we will sell at that price. 

Mr. Poacer. If you have no bid as high as that world price, would 
you accept any of them ? 

Mr. Miter. No, sir, we would not. If they did not reach that 
upset price, we would not. 

There may be some extenuating circumstances under which we 
would, but they would be so minor, Mr. Poage, that I cannot recall any. 

We continued to sell agricultural commodities on that basis until 
we went on what was known as a payment in kind program for wheat. 
About 2 years ago we inaugurated this payment In kind program in 
the export sale of wheat in the United States. This was done at the 
suggestion of farm groups who reasoned that if we would eee 
out of CCC stocks only that amount of wheat which would enable a 
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exporter to go into the market place in the United States and buy a 
quantity of wheat, and add this contributed amount of wheat to that 
which he had bought, to export the sum total of what he had bought 
on the domestic market and that which he had bought from CCC he 
could sell at competitive prices throughout the world. 

Mr. Poacr. That must have worked well. 

Mr. Mixer. This has been a generally successful program. The 
reason back of the institution of this program is quite valid, we think. 
This would place the more competitive purchasing power at the 
market place or at the farmer’s market so to speak, especially for that 
quantity of wheat that was to be exported. 

Mr. Poacr. How does it place it at the farmer’s market ? 

Mr. Mitter. The exporter will have to go into the going market 
outside of CCC stocks to buy a given quantity of wheat he expects to 
export. 

Mr. Poacr. He does not buy it from the farmer, does he, the 
exporter ? 

Mr. Mitaier. He will buy that part he does not obtain from CCC. 

Mr. Poagr. He can buy it from the market but he is not required to 
buy from the farmers. He is not going to go out in the country and 
buy it. He will buy it at terminals. 

Mr. Miuier. That is right. The customary market place. 

Mr. Poacr. When you used the term “at the farmer’s market” 

Mr. Srmpson. I would like to ask what effect our barter or trading 
in wheat through the Commodity Credit Corporation, how it has 
affected Canada and the Argentine in their ill will or good will 
toward us. 

Mr. Mixrxr. I said a moment ago, Mr. Simpson, we were attempting 
to meet competitive world prices everywhere in the market place and 
yet not accept such bids as could be construed to be price cutting. 

Mr. Stupson. Does your disposal of surplus wheat affect our rela- 
tions with Canada or Argentina or any other large wheat-raising 
country ? 

Mr. Minter. On the basis as outlined above I do not believe so. 
However, I think we are entitled to our share of the world market. 

Mr. Srmpson. I thought the money and exchange situation was one 
of the reasons President Eisenhower went to Canada. 

Mr. Mitier. There were aspects of our barter program that I think 
caused more complaint than our outright sales and our subsidy in kind. 

Mr. Cooter. I cannot follow that line of reasoning to save my life 
because if you dump wheat or any commodity on a foreign market, 
it makes no difference how you dump it. If you dump it through 
barter it is dumped, or through local currency sales, it is dumped. 
I do not see that as an argument against barter. It may be a general 
objection to our program. 

I will say this for the record. I think I have been just as inter- 
ested in Public Law 480 and in the cash sale program as anybody 
else. I know that up until we passed Public Law 480 we had not 
heard a complaint or had not received a complaint from foreign 
governments. After we passed the bill I called a special meeting 
of the full committee and then, for the first time, a Member of 
Congress brought information to this committee to the effect that 
Argentina, Australia, New Zealand, Canada, perhaps, had been 
complaining. 
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Immediately following that man’s appearance, we had some letters 
sent up here from the Department, I think State Department and 
Department of Agriculture, tending to corroborate what that Member 
of Congress had said. 

I cannot follow the reasoning that was advanced in those letters 
that any country had a right to complain that we were giving away 
our surplus commodities to hungry people in the world. Certainly 
nobody could complain about that. I know it was not the intention 
of this Congress to interfere unduly with normal trade and during 
the hearings we did not receive a complaint from a single businessman 
in any way to the effect that these programs had interfered with his 
norma] business transactions. 

I simply make this observation about the barter program. I de 
not see how on earth anybody can object to it because for everything 
we bartered away we received something of value in return. We still 
have it. It has actually increased in value since we received it, 

Mr. Simpson. I am not objecting to the program. 

Mr. Cootry. I did not mean to say you were. 

Mr. Simpson. I want some information as to whether or not these 
other countries that are wheat raising countries and wheat is their 
economy, do they feel we are hurting them by doing what we are 
doing? Iam looking for information. 

Mr. Miter. I will talk about barter in more detail. 

Mr. Cooter. I understood you to say you did not see how they 
could possibly complain of the way it has been handled. 

Mr. Miter. In the way we have carried on our sales program and 
barter conducted on a true barter basis I do not think there is a valid 
ground. 

Mr. Hagen. They complain of the subsidy program which creates 
the wheat in the first place creates the need for selling it at a Gov- 
ernment loss, even though it is at the world price. 

Mr. Miter. That is probably their reason. I am not concerning 
my remarks at the present time with that side of it, even though it is 
one of the most important factors. I am addressing my remarks to 
the method we have used in disposing of our agricultural surpluses. 

Mr. Stmpson. I want to know when you dispose of wheat how 
does it affect in any way the International Wheat Agreement situa- 
tion ? 

Mr. Mirirr. I would prefer for Mr. Raeder to address his remarks 
to the sales under the International Wheat Agreement. We sell wheat 
under the International Wheat Agreement and we sell wheat in ad- 
dition to and outside of the International Wheat Agreement. 

Mr. Srupson. Are they all at different prices ? 

Mr. Mitter. All the same price. 

Mr. Simpson. In other words, Commodity Credit disposing of sur- 
plus agricultural commodities, sale of wheat, is exactly the same as 
agreed to under the International Wheat Agreement ? 

Mr. Miter. Yes. 

Mr. Stmpson. There should not be any disagreement on it. 

Mr. Miner. No, sir. We have not conducted any special sale pro- 
gram where we have priced one agricultural commodity under one 
program at one price and under another program at another price. It 
has been competitive world prices in all cases. 
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Mr. Snoveson. If you sell at the same prices as any other country 
under the International Wheat Agreement, what is to prevent the 
country from buying surplus wheat from Canada or Argentina? 

Mr. Miter. They can. 

Mr. Stmpson. Do we give them an easier way to pay for it ? 

Mr. Mitier. We have a good way to sell and under the barter we 
accept other commodities in exchange for agricultural commodities 
in addition to the normal acquisitions of that country for dollars. We 
have a credit program under Export-Import Bank and CCC credit 
program. Restrictions on the latter are stringent. We have not 
moved a great deal but have moved some. 

Mr. Sraeson. Does that give us an advantage over Canada or 
Argentina or any wheat raising country on sale ? 

Mr. Miuter. | cannot say it gives an advantage. It is more con- 
venient for the recipient countries to trade with us. If we have a 
credit program within reason, this may cause them to do business with 
us rather than the other country. This is normal business procedure. 
As long as you do not carry on price cutting dumping operations it is 
to be expected your sales should be at competitive prices, one which 
will enable you to sell as well as the other country. They have no 
better claim to the market than we have. 

Mr. Poacge. Is it not true every bushel of wheat that goes out of the 
United States carries a subsidy of approximately 80 cents to 90 cents 
a bushel ? 

Mr. Muuer. On our subsidy in kind program, one bushel is paid 
out of CCC stocks, two bushels off the open market. 

Mr. Poacr. About a third is subsidy ? 

Mr. Mixer. Yes. 

Mr. Poacer. To put it another way, we have reduced the price to the 
foreign nations by approximately 

Mr. Miter. No, sir. Let us say we have by that device enabled 
our producers to sell American wheat competitively with other 
countries. 

Mr. Poacr. That is true that is the way we are doing it. I am not 
kicking about that. I want to know if I am not correct in saying no 
wheat is moving out of the United States except as a result of a sub- 
sidy that the United States Government is paying. 

Mr. Mittrr. That is correct. It takes a subsidy to make up the dif- 
ference between world and domestic prices. 

Mr. Srpson. Is it handled the same as cotton subsidy ? 

Mr. Poace. Every bale of cotton going out of the United States 
moves with a subsidy from $30 a bale upward; is that right? 

Mr. Mutter. That is correct. 

Mr. Cootry. Mr. Chairman, may IT make this observation? We 
heard all of this evidence on Public Law 480. We have heard the 
departments, I do not recall having heard a single man from any 
department express views in opposition to the barter program as 
it has been operated. 

I remember Mr. Berger saying that he thought, and the officials of 
the Department thought, we could dispose of our surpluses through 
other programs and it would not be necessary to resort to barter 
programs, but that the barter programs were being continued only 
on a very limited basis. Is that not right? 
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Mr. Miter. We are continuing the barter program, we are aggres- 
sively bartering to the fullest extent. We want to assure ourselves 
we are not going to displace our normal dollar sales. 

Mr. Coouxy. Barter in itself is not looked upon as something evil, 
is it? 

Mr. Mitier. No. Barter conducted without the restrictions that 
we placed on it a year ago last January, is not true barter. That is 
why we changed it. 

Mr. Cootry. This is not strictly a barter transaction, but right now 
we are building military housing in France and paying for it with 
surplus agricultural commodities. It is my opinion that is good 
business. “Progr ams of that type should be emphasized and pushed. 

Mr. Minter. Generally speaking, Congressman Cooley, we have 
found where we have a bilateral agreement, where the agricultural 
commodity from this country goes to the countr y furnishing the ma- 
terials, and where we have assured the agricultural commodities com- 
ing out of this country going into that country is over and above that 
which they have been paying dollars for, is a good type of barter. We 
look upon those favorably. 

Mr. Cooter. The legislation we reported, Public Law 480, authorizes 
the use of surplus commodities in the construction of buildings 
abroad. 

Mr. Mutter. For military housing. 

Mr. Cootry. I cannot see any objection to that. We did adopt a 
provision to meet the objection of the Appropriations Committee, 
that all these transactions would have to be cleared by the Appro- 
priations Committee. I have no objection to that and I do not believe 
any member of the committee has objection. They are the type of 
programs through which we receive doll: w-for-dollar value in most 
instances. We get what we want in foreign countries and they get 
what they want from us, That is some sort of a barter. I do not 
suppose it is true barter. 

Mr. Poagr. Mr. Miller, would you go far enough to agree with 
me that it is sound business for the United States to swap any 
perishable commodity—by that I mean even wheat or even cotton 
that we cannot retain forever—any commodity that will lose its value 
in time for any commodity that is of permanent value, such as min- 
erals, ores, those things—— 

Mr. Coo.ry. Buildings. 

Mr. Poaar. Those things we can have a hundred years from now? 

Mr. Mutter. I would rather have the good dollars but after we 
have gotten all the dollars we feel the good businessman can obtain—I 
mean CCC—that then we can take after that, after we have sold for 
doliars, then we can obtain these other commodities. 

Mr. Poacr. You would agree that to the extent we can convert our 
perishable commodities into imperishable commodities that it is sound 
business ? 

Mr. Miter. Up to a certain limitation. 

Mr. Poage. What limitation would you put on ¢ 

Mr. Mitre. That I would not be in position to say, because each 
material would present a different situation. 

Mr. Poacr. My philosophy is if we have wheat, we know although 
they kept some in the pyramids for thousands of years that basically 
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wheat does not last but a few years, we can convert that into an ore, 
into a mineral that will be here 200 years from now, we have made a 
good trade. 

Mr. Mirirr. We have if we have it within a reasonable quantity. 

Mr. Poacer. I am not putting a reasonable quantity on it. That is 
the point. I want to know why and where you draw that reasonable 
quantity line. 

Mr. Mitter. If we obtain so much there would be no possibility of 
ever utilizing it that would be without reason. 

Mr. Poace. I agree with that. Can you conceive of any mineral 
product we use that we could obtain so much of it we would never 
use it? 

Mr. Mitirr. Yes. 

Mr. Poace. What ? 

Mr. Mitirr. You could probably get to that extent on bauxite if 
you take it in unlimited quantities. 

Mr. Poacr. Take bauxite, it is a splendid example. Do you assume 
we are going to haul in so much bauxite that we cannot use the alumi- 
num from it over a thousand years ? 

Mr. Miter. No, sir, because I think we will use reason in the amount 
we will take. 

Mr. Poace. I am not trying to put that limitation on it. I am say- 
ing can you physically carry in enough bauxite in the United States 
that you can conceive of stacking up so much that you could not use 
the aluminum out of it in the next thousand years. 

Mr. Murr. That is one that I am not going to be able to answer 
because I do not know how much aluminum we will use in a thousand 
years. 

Mr. Poaae. No, and you do not know on any of the rest of the com- 
modities. The only reason for limitation is a price reason, is it not? 

Mr. Mitier. No. I donot follow you. 

Mr. Poage. It affects the market. Is that not the only reason for not 
bringing it in? 

Mr. Mixer. No. I am at the present time, Congressman Poage, 
chairing an interdepartmental committee passing on the desirability 
of bartering for various materials that will be offered. We are not 
considering the dollar limitation or the price limitation. It might have 
some effect on it but it is not the deciding factor by any means. A great 
many factors make up the decision as to what commodities you will 
barter for and in what quantities. 

Mr. Cootry. You said you were the chairman of the interdepart- 
mental committee ? 

Mr. Mitterr. Yes, sir, the committee has just been reorganized. 

Mr. Poace. We have lots of iron ore in the United States. 

Mr. Miuurer. Yes, sir. 

Mr. Poacre. But would it not be better for us to bring in iron ore, 
which is an irreplaceable commodity, than to hold onto cotton or wheat 
or corn 

Mr. Coo.tey. Or tobacco. 

Mr. Poacr. Or tobacco or peanuts or any other commodity that is 
replaceable year after year ? 

Mr. Mixirr. Again that is a hard question to answer because I am 
not in position to know whether iron ore is going to be valuable in 
years to come or not. I presume it will. 
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Mr. Poace. You know we can plant a new corn crop next year. 

Mr. Miter. Yes. 

Mr. Poace. And will grow 3 billion or more bushels next year, 
but you cannot plant a new iron crop. You cannot plant a new 
bauxite crop. 

Mr. Mriter. That is right, but you can discover new sources. Let 
me go back and say this, and this is a personal opinion, Congressman 
Poage, that it is desirable to exchange those commodities that we now 
have in stock, but I would not w ant to get in the position of saying 
we are going to barter for them in the future in order to provide a 
market for agricultural commodities to be produced in the future 
just to acquire those materials because we may need them this year, 
next year, or a thousand years in advance. 

Mr. Poser. I am not asking you to barter for them for the present 
market. I am suggesting that once the United States has money 
invested, is it not better to convert that investment into a permanent 
investment rather than to keep it in goods that are deteriorating ? 

Mr. Miter. Part of that permanent investment will be in dollars 
and then we will take the material. 

Mr. Poage. I do not want to belabor that point. Mr. Anfuso. 

Mr. Anruso. Mr. Miller, did you know that former President Her- 
bert Hoover had written a letter to the Secretary of Commerce just 
about the time that there was some change in your policy concerning 
barter in 1957? 

Mr. Muter. I am generally aware of it, yes, sir. 

Mr. Anruso. Do you know the contents of that letter ? 

Mr. Muiier. Not in detail, no. 

Mr. Anruso. You say you would rather have hard cash. Is it not 
a fact that through every barter transaction you are getting hard 
cash? Is not all the agriculture that is bought paid for by hard cash? 

Mr. Murizr. You mean if CCC is reimbursed 4 

Mr. Anruso. Is not CCC paid by hard cash ? 

Mr. Mier. Yes, sir, CCC is reimbursed by the Treasury of the 
United States for materials transferred to the national or supple- 
mental stockpile. 

Mr. Anruso. And is it not so that sometimes through the barter 
transaction such as we knew it prior to May 1957, when the program 
had been praised by President Eisenhower and Secretary Benson and 
Assistant Secretary Earl Butz, we were able to get strategic materials 
from smaller nations and were able to give those small nations dollars 
because those people who traded paid them in dollars, and as a result 
we built up their cash balances so that they were better able to trade 
with the United States and at the same time strengthen their 
economy ¢ 

Mr. Mittrr. I fail to follow you when you say we got the materials 
out of the country and paid them in doliars and you also say we cen- 
ducted a barter arrangement. 

Mr. Anruso. Some of these nations from whom we got strategic 
materials prior to May 1957 were not buyers of our agricultural com- 
modities because they had no cash. 

Mr. Mitier. They sold to a third country. 

Mr. Anrvso. We, as middlemen, were able to buy those commodi- 
ties for hard cash ? 
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Mr. Mitixrr. That is right. 

Mr. Anruso. And as a result of buying them for hard cash we 
strengthened the economy of those countries 

Mr. Miutuer. Yes, sir. 

Mr. Anruso. Would you regard President Hoover as being an au- 
thority on food disposal ? 

Mr. Miter. I certainly would. 

Mr. Anruso. Would you not say he is one of the best food disposal 
experts of our time ? 

Mr. Mituxr. I would say so. 

Mr. Anruso. And as an engineer would you not say he knows 
something about the value of nonferrous materials ? 

Mr. Mitier. Yes. 

Mr. Sueson. Did he not also recommend 2 chickens in every pot 
and 2 cars in every garage ? 

Mr. Anruso. That part I am not buying. 

Mr. Chairman, if I may I would like to offer this letter for the 
record. 

Mr. Poace. It will be included in the record, and we shall be glad 
to have you read it. 

(The letter referred to follows :) 


THE WALDORF-ASTORIA TOWERS, 
New York, N. Y., May 23, 1957. 
Hon. SINcLAIR WEEKS, 
Secretary of Commerce, 
Department of Commerce, Washington, D. C. 

Dear Mr. Secretary: This is just a personal suggestion which may wash out 
on investigation. 

This country has been genuinely devoted to systematic conservation of 
national resources for over 50 years. The purpose is to provide fundamental 
materials for our people 50 years hence. Many of these Federal agencies for 
this purpose are in your Department. 

My suggestion is that your Department canvass the prospective resources of 
the United States in the nonferrous metals. In my view, there have been no 
consequential new districts discovered in the past 50 years; the ground has been 
well combed over and there is little prospect of consequential new districts being 
discovered ; a good many districts have already been largely exhausted and those 
still producing are not likely to be in action 50 years hence. 

All of which brings me to the possibility of trading the perishable surplus of 
food, costing huge amounts for storage, for an imperishable metal. The Depart- 
ment of Agriculture seems in difficulty with this policy as they are not in the 
metal conservation field. 

The problems need a look at from this point of view. 

Yours faithfully, 
HERBERT HOOVER. 


Mr. Anrvuso. This letter is dated May 23, 1957, and is addressed to 
the Honorable Sinclair Weeks, Secretary of Commerce, signed by 
former President Herbert Hoover and written from his offices in the 
Waldorf-Astoria Towers, New York City. 

The letter reads: 


DEAR MR. SECRETARY: This is just a personal suggestion which may wash out 
on investigation. 

This country has been genuinely devoted to systematic conservation of 
national resources for over 50 years. The purpose is to provide fundamental 
materials for our people 50 years hence. Many of these Federal agencies for this 
purpose are in your Department. 

My suggestion is that your Department canvass the prospective resources of 
the United States in the nonferrous metals. In my view, there have been no 
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consequential new districts discovered in the past 50 years; the ground has been 
well combed over and there is little prospect of consequential new districts being 
discovered; a good many districts have already been largely exhausted, and 
those still producing are not likely to be in action 50 years hence. 

All of which brings me to the possibility of trading the perishable surplus of 
food, costing huge amounts for storage, for an imperishable metal, 


Which is exactly what Mr. Poage has been saying. (Continuing 
reading :) 
The Department of Agriculture seems in difficulty with this policy as they are 


not in the metal conservation field. 
The problems need a look at from this point of view. 


I ask you, Mr. Miller, not as a representative of the Department of 
Agriculture but as an American and as a part of our Government, 
would you say that what former President Hoover has to say about the 
value of these strategic materials and trading them for these perishable 
commodities—would you not say that makes a lot of sense ? 

Mr. Miter. I certainly agree, as I did a while ago with Congress- 
man Poage, that we both mutually admire former President Hoover. 

Mr. Anrvso. I certainly admire your frankness that our program 
should not have affected our relationship with Canada, and at the 
present moment Canada is considering a Public Law 480 and is con- 
sidering a barter arrangement in connection with it. 

When you talk about obtaining so much we can never utilize it, your 
fear, I guess, is that we may procure a lot of these strategic materials 
we will never utilize; but if that is your fear, would you not take the 
opinion of this former President and engineer that for the next 50 
years we will need these materials? 

Mr. Mixuzr. I do not want to get in the position of saying I am 
recommending or saying the Department should take unlimited quan- 
tities of any one material. 

Mr. Poace. Let me ask you right there: The Department is not 
called upon to take and cannot take under Public Law 480 any kind 
of material unless the Committee of which you are Chairman or ODM, 
in the past, has determined there isa need. Is that not true? 

Mr. Mitirr. The Secretary is directed under title III of Public 
Law 480 to barter for materials which in his opinion is necessary in 
order to protect the assets of CCC. 

Mr. Poacr. Yes, but the need for those strategic materials is deter- 
mined either by ODM or your own Committee ? 

Mr. Mitter. The need for strategic materials is determined by 
ODM. 

Mr. Poace. And you determine the others? 

Mr. MreEr. Yes. 

Mr. Poacr. So there is no danger you will be bartering for some- 
thing we do not need because somebody must make the decision, 
either you or ODM, that we do need the materials? 

Mr. Mituer. That is right. 

Mr. Cootry. In these barter transactions, if you barter away $1 
million of agricultural commodities for strategic materials for which 
the CCC is paid in dollars, it is to the advantage of the farm program 
that you are collecting dollars rather than giving it away ? 

Mr. Miter. When we talk about protecting normal sales, we are 
not talking about the possibility that CCC will not be reimbursed from 
the strategic stockpile. We are talking about from the common sense 
standpoint, protection of the Treasury of the United States. 
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Mr. Cootzy. I know, but, as Mr. Anfuso and Mr. Poage pointed out, 
other agencies of Government compensate CCC for the commodities. 

Mr. Mitirr. Yes. Iam not primarily concerned with whether CCC 
will be reimbursed. I am more concerned with protecting the Treas- 
ury of the United States. 

Mr. Cooter. The other agencies of our Government certainly will 
not acquire huge quantities of materials they do not need or want? 

Mr. Miter. I would hope they would not. 

Mr. Cootry. So it is all a business transaction in the interest of the 
Government ? 

Mr. Miter. I was discussing the feasibility and reasonableness. 

Mr. Soveson. As I understand it, one of the purposes of Public 
Law 480, or the purpose, was to get rid of agricultural surplus com- 
modities and to get rid of storage. If you take iron ore in exchange 
for wheat, who pays for the storage of the iron ore? 

Mr. Mitter. GSA would have to pay the storage on the iron ore 
in the United States. Iron ore could be stored cheaper than wheat. 

Mr. Srupson. Do you have any idea of the cost of the storage of 
each ? 

Mr. Miter. No, I would not. 

Mr. Srupson. I do not know either, but if you take iron ore in 
exchange for wheat you have to pay for the storage of the iron ore 
somewhere. 

Mr. Mitter. It is generally stored in a storage area adjacent to a 
plant where it could be utilized. 

Mr. Smrpson. But somebody would have to pay rent on the storage 
area. 

Mr. Hacen. Mr. Chairman, may I ask a question at this point? 

Mr. Poace. Mr. Hagen. 

Mr. Hacen. Do you ever engage in a government-to-government 
barter transaction ? 

Mr. Miter. Since I have been connected with the government 
we have not done so. There have been in the past some government- 
to-government transactions. 

Mr. Hacen. How long have you been with the Government? 

Mr. Miiier. Five years. 

Mr. Hagen. For example, where the negotiations were conducted 
as between the United Kingdom and the United States Government 
to exchange bauxite for wheat ? 

Mr. Mixer. Mr. Rawlings can answer that. 

Mr. Rawurnes. There was a transaction in 1942 between our Gov- 
ernment and Indonesia, during the war, for rubber. That was the 
only outright government-to-government transaction. 

We have had a couple transactions, one with Turkey and we are 
working on one with India at the present time, where we will have 
an informal agreement between our governments that they will facili- 
tate the export of the respective commodities and materials, but the 
transactions will be handled by private trade channels. 

Mr. Hacen. In the more recent history of barter transactions, do 
you have transactions where metal moves from one country and wheat 
to another, for example? 

Mr. Rawutneos. Yes, sir, but that is not the trend now. Thetrend is 
toward more bilateral transactions, 








PROGRAM OPERATIONS OF PUBLIC LAW 480 17 


Mr. Hacen. That is since you require this certificate of addition- 
ality and so forth? 

Mr. Rawirnes. Not necessarily. 

Mr. Hacen. What is the reason for the increase in these two-legged 
transactions? 

Mr. Rawutines. Because it is believed that agricultural commodi- 
ties moving under bilateral barters are much more likely to add to 
total United States exports of commodities. 

Mr. Hacen. Do these accumulations of supplies of metals tend to 
depress or increase the price of the metal produced domestically ? 

r. Mruuer. There has been a great deal of controversy over that. 
It all depends on what measures are invoked to insure that material 
will remain in the supplemental stockpile. If it requires a joint 
resolution of Congress, it is looked upon as a protection. 

I would rather Mr. Rawlings, again, would address himself to that. 
It depends on the stopgap put in to control the disposal of these 
materials. 

Mr. Hagen. The question was, Does the accumulation of foreign 
metals depress the price to domestic miners or increase the price ? 

Mr. Rawtiines. We have not found that such an accumulation of 
foreign metals has depressed the price because the metals are put 
in the supplemental stockpile or strategic stockpile, and they are 
locked up. Also, we are careful not to acquire materials and minerals 
in such quantities as would increase the price to consumers. For in- 
stance, if we are dealing with chrome ore we take quantities from 
areas where it is more or less surplus rather than Detroit, for example. 

Mr. Hacen. They are all locked up under the same formula? 

Mr. Rawurnes. The strategic stockpile formula is a little different 
from the supplemental stockpile formula. Materials in the stra- 
tegic stockpile are locked up. It requires 6-months’ notice to Congress 
to dispose of them, but in case of an emergency the metals can be 
withdrawn from that stockpile. In the case of the supplemental 
stockpile it reqiures a joint resolution of Congress to take materials 
out. 

Mr. Hagen. One more question: Is not the big objection to these 
privately arranged barter transactions the fact that no one is in 
effect policing them for their effect on international relations whereas 
if it were a government-to-government transaction that would be an 
important factor from the outset ? 

Mr. Miter. I presume if it were a government-to-government 
operation it could be controlled certainly more carefully than a private 
operation, I am thinking of price-cutting aspects. 

I would like to develop something brought up by Congressman 
Anfuso. A moment ago we were talking, Congressman Anfuso, 
about a country that was a producer of metals that would not be 
a producer of the agricultural commodity, and you were talking 
about the desirability of that friendly country’s economy being built 
up by their receiving cash for their materials and also the United 
States benefiting by disposal of surplus agricultural commodities. 
Those aspects are always considered, but therein lies one of the great 
dangers in the barter program, and with your permission I would 
like to explain it a little bit. 

These bilateral agreements where the agricultural commodity goes 
in the country and materials come out are pretty easy to police. Where 
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you have an agricultural commodity going in a third country and 
the materials coming out of a second country, then you run into 
difficulty. Those agricultural commodities have to be sold somewhere 
on the world market. If they are permitted to go in the world 
market without policing, they can replace the dollar sales we are 
making in the third country. That is the reason for the requirement 
of the additionality certificate. We found we were conducting barters 
under those circumstances where the agricultural commodity was 
going into a third country in which we were enjoying a good volume 
of dollar sales and that many of these agricultural commodities were 
moving out and going to fill a contract for sales previously made. 

Mr. Hacen. In that connection, did you make any discovery that 
this barterer would make a better offer to the purchaser than the 
trader trading in normal stock? He makes a profit on the metal and 
might presumably be able to sell the agricultural commodity cheaper. 

Mr. Mixer. I think it is a logical conclusion that if you had to 
move the agricultural commodity somewhere in the world and you had 
the ability to sell it at what price you wanted to sell it for, just so you 
got that required material back in the United States, you would have 
some leverage to work with. 

Mr. Hacen. Was it your opinion that some of these were wash sales? 

Mr. Mrier. In some instances, enough to cause us to bring in our 
additionality clause. 

Mr. Anruso. Are you not engaging in a great deal of speculation, 
either you or someone in your Department? You say these barter 
sales have interfered with cash sales. All the records before this com- 
mittee indicate when barter sales went down, cash sales went down, 
and when barter sales went up, cash sales went up. Ever since May 
1957 not only have barter sales been nullified, practically, having been 
reduced from $1 billion to $11 million, but your cash sales are going 
down, so you or somebody in your Department is engaging in specu- 
lation when you say barter sales have interfered with cash sales. I 
do not think the record substantiates that. 

Mr. Miter. I think it does. 

Mr. Anruso. We have not time to go into that again, but there 
were charts introduced before this committee showing that whenever 
barter sales went up, cash sales went up, and whenever barter sales 
were reduced, cash sales were reduced. 

Mr. Mitzer. The world demand for agricultural commodities is 
the reason. 

Mr. Anrvuso. Iam going by the record. 

Mr. Marruews. Before we go further on this, Mr. Simpson a while 
ago brought up the matter of storage costs. I will ask our counsel, 
Mr. Heimburger, to give us some information on that. 

Mr. Herevurcrr. We had a special study made of various things 
connected with the disposal program. That study was made by the 
Department last year, and up to December 31 of 1957, the Depart- 
ment’s figures on this matter of storage costs showed that the com- 
modities that had been received in exchange for the agricultural com- 
modities shipped out under the barter program were being stored at a 
saving of $103 million a year over the storage cost of the agricultural 
commodities which had been shipped out. 
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Mr. Anruso. Is it not true some of the strategic materials are stored 
without cost to the Government ? 

Mr. Hermporeer. I cannot answer that with any degree of certainty. 
I think it is true, but I could not give a specific example. 

Mr. Martruews. Mr. Mill has a question. 

Mr. Hu. I would like to ask a question. The gentleman is familiar 
with the extension of Public Law 480 that this committee and the 
House has already passed ? 

Mr. Mier. Yes. 

Mr. Hitz. And he is also familiar with, I suppose, the fact the 
Senate has passed that extension of Public Law 480, and that con- 
ferees will be in session, I hope, appointed from the House and the 
Senate, before long working out the differences. 

The objection that the Department has made to this committee in 
regard to the expanding of the barter program, especially the House 
bill, where we tried to state or did state in a way or demand that more 
barter be attempted, is it your feeling that you can do this and expand 
this program without any reference to forced bartering? 

Mr. Miter. I agree with the statement that the Department is ag- 
gressively pursuing barter to the utmost. We are assuring our dollar 
sales will not be displaced first, and that these materials in addition to 
the strategic materials are of value to the Government and to the citi- 
zens of the United States, and I would be less than frank if I did not 
say we are looking with a great deal of favor toward bilateral agree- 
ments rather than the third party agreements because of the difficulties 
we have outlined. 

Mr. Cootry. What we have done in our extension of Public Law 
480 is reaffirm our faith in the barter transactions and strengthen the 
Secretary’s hand in that regard. There is no effort on our part to say 
he would have to transfer so many hundreds of thousand bales of 
cotton for any strategic materials. The whole business is left in the 
discretion of the Secretary, but it is saying again that we believe 
barter transactions are good. Certainly I do not see how we could 
fall out over that, because the Secretary is not given any more au- 
thority than he now has. We did put a limit beyond which he cannot 
go, and that is $500 million in a certain length of time, and I have 
understood that was about the only question the Secretary had about 
our bill, but that should not be a question at all because it is just telling 
him to do what we had already told him to do. 

Mr. Miuter. As I recall, the objection we had in our report on the 
bill was the fact that the legislation as passed by the House would 
require the Secretary to do bartering even where it would not protect 
the assets of the CCC. 

Mr. Cooter. That is what the original bill said. We said that he 
should use every means practicable. 

Mr. Miuuer. The thing the Secretary would not like to have happen 
is to place upon the Department the responsibility of having to do 
any amount of bartering as a requirement. The Department does not 
object to bartering within the discretion of the Secretary to protect 
the assets of CCC. 

Mr. Coorry. That is what the law contemplates. Is that not right, 
Mr. Heimburger ? 

Mr. Hermpvreer. That is right. That is the whole point of it. 
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Mr. Hirz. Mr. Chairman, that is the thing I had in mind, Our 
chairman, Mr. Cooley, has said time and time again that in no way 
were we forcing or compelling the Secretary to do a certain amount 
of bartering. I think the $300 million mentioned in the bill was only 
a suggestion; am I correct? It is a matter of language rather than 
pressure, as I understand it. 

Mr. Cootry. The Secretary was very slow to embark upon the 
cotton program, which resulted in our having to pay a subsidy. He 
was slow about it, 2 or 3 years. 

Finally, Congress directed him to proceed and he did proceed, but 
I do not see anything offensive about it. 

Congress took the responsibility, if you engage in barter transac- 
tions and some result unfavorably, the Congress would be responsible. 
That is our purpose in reaffirming our faith in the barter transactions. 

Mr. Hix. Let me say this. I just do not believe, speaking for my- 
self only, that in a triple- or even a four-country deal we should feel 
we should not make them, because I am not convinced in my own 
mind that a triple-country deal would not be better than a straight 
deal with one country as long as you are sure it does not absorb 
dollar sales. When you say it absorbs dollar sales, you are telling 
me the salesmanship in the Department needs looking into. 

Mr. Mituer. I think I said I would be less than frank if I said we 
did not look with more favor on straight bilateral agreements. I did 
not mean to suggest we were not going to consider four-country 
agreements. We are bartering at the present time on the basis of 
bilateral and trilateral agreements. 

Mr. Hitz. I agree you should have some manner of policing where 
your surplus agricultural products ultimately will land, but I still 
do not see that that would be any deterrent to your making a deal 
with third countries, because the third country might be more im- 
portant than the direct sale. 

Mr. Mitirr. Let me give you an idea of what difficulties we have. 
A barter contractor can come in and say, “I will take ‘X’ quantity of 
agricultural commodities and within a specified period I agree to 
bring in from some other country these materials that are on your 
list.” 

He goes out and imports the “strategic or other materials.” Before 
that period is over he is required to find a home for those agricultural 
commodities. He may put the agricultural commodities in a second 
or third country. We are doing that today. But I say it is easier to 
police and to know if we are displacing dollar sales if 

Mr. Poace. What you are asking of that man is that he assure 
you that the country to which he will move those agricultural com- 
modities will take them in addition to the dollar sales? 

Mr. Miiter. Yes. 

Mr. Poager. The law says the Secretary must assure that sales under 
this act will not be unduly disruptive of normal markets. That is title 
I. So any time you make a 480 agreement with any country you must 
find they can take an additional amount of our agricultural commodi- 
ties without disrupting the normal market. 

Mr. Mitier. That is right. 

Mr. Poace. In the case of Israel you have found they can take more 
wheat flour. 
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Mr. Miter. Yes. 

Mr. Poaer. In the case of Iceland you have made a finding; in the 
case of Peru you have made a finding; and in the case of Spain you 
have made a similar finding. 

If you have made these findings that they could take these commodi- 
ties without disrupting the normal market, why should there be a 
requirement of an additional finding when John Jones comes here as 
a trader and asks that he be allowed to move wheat into Spain when 
you have already made that finding that Spain could use more wheat 
flour under title I? 

Mr. Mitter. We are just requiring a certificate that they are going 
to maintain their dollar purchases and that any barter will be in 
addition to that. 

Mr. Poacr. But you go to Spain and find they can use X tons of 
wheat without reducing the amount of wheat they are normally buy- 
ing. What is the difference in making that finding as to the use for 
foreign currency and the barter for some mineral ? 

Mr. Mriurr. There is no difference. 

Mr. Poage. You do not require any certificate of additionality in 
that case ? 

Mr. Mittrr. It is in the agreement. 

Mr. Poace. I know it is in the agreement. You write it in the agree- 
ment. But you decide that what they state in the certificate is the 
truth? 

Mr. Mitter. Yes; that is the same thing we require under barter. 

Mr. Poace. Why is not your general finding adequate and why do 
you object to getting something other than foreign currency? It seems 
to me we are better off to have the chrome or bauxite or iron ore than 
to have the pesetas. 

Mr. Miter. Let us talk about the additionality clause. 

Mr. Poace. But I say after you have found they can use additional 
American goods in addition to their normal requirements, why is it not 
better to let them get it through barter than foreign currency? All 
we are getting under title I is somebody’s pretty picture on a lot of 
foreign currency. 

Mr. Cootry. That is the point we are trying to make. These strate- 
gic materials are of more use to us than the bundles of foreign cur- 
rency. 

Mr. Poace. We can at least bring the metals home. We cannot even 
bring the foreign currency home. 

Mr. Anruso. You introduced an amendment to the House bill, did 
you not? 

Mr. Poace. I did. 

Mr. Anruso. Do you know about this Indian deal you have been 
trying to work out? 

Mr. Mier. Yes. 

Mr. Anruso. How long has that been hanging fire ? 

Mr. Mitrer. Four or 5 or 6 months. Six months, Mr. Rawlings 
Says. 

Mr. Anrvso. Is not the difficulty with that the fact that they can- 
not sell any commodities to get the dollars to pay for the freight? 


we Fr 








22 PROGRAM OPERATIONS OF PUBLIC LAW 480 


Mr. Miter. I would rather Mr. Rawlings answer that question. 

Mr. Rawuines. We have a man, the Deputy Director of the Barter 
and Stockpiling Division, in India now trying to work out the 
problems. 

Mr. Anruso. Is that one of the problems? 

Mr. Rawuines. Freight is always a problem because of the 50-50 
law we have, but we are hopeful this can be worked out satisfactorily. 

Mr. Anruso. You have been working on it 6 months and it may 
be another 6 months before you can complete a bilateral trade of 
that kind ? 

Mr. Rawutrnes. In the first place, the Indians have gone into it 
and come up with much more favorable terms. At first we were not 
too close together. 

Mr. Miter. This has been the most difficult one we have worked on. 

Mr. Anrvuso. Let me say this with the utmost candor and frankness, 
there has been an awful lot of agreement here. I think every time 
we talk we seem to be in agreement. Ww e say, for example, and you 
say, “Yes, we want bilateral : agreements.” 

Then you say you want 3- or 4-country deals or multilateral deals. 
We seem to be in an awful lot of agreement about it, but as a matter 
of fact bartering is not being done. We say bartering should be 
done and you say bartering should be done? 

Mr. Miter. Yes, sir. 

Mr. Anruso. How much bartering do you think we should do? 
Do you think one man in your Department should have the right 
to say, “We do not think we should do more than $10 million”? 

Mr. Miiuer. I do not understand what you mean, one man in the 
Department or the Secretary of Agriculture? 

Mr. Cooter. We are talking about Mr. Berger, who said he stopped 
the barter transactions. 

Mr. Murer. He changed the regulations but he did not stop the 
barter transactions. I would like the record to show how much 
bartering we have done since we changed the regulations. 

Mr. Coouer. That is what we want to find out, how much you have 
done since May 1957. Mr. Berger was frank enough to say that in 
his opinion these transactions are interfering with normal trade. 
What Mr. Anfuso is saying is that one man should not have veto 
power over Congress. 

What part does your committee play ? 

Mr. Mirzer. They are recommending to the Secretary of Agri- 
culture the advisability of acquiring various materials for which we 
can barter. 

Mr. Cooter. It looks to me that in view of this meeting this morn- 
ing we have about cleared up our misunderstandings regarding the 
extension of Public Law 480 as passed by the House. From now on I 
do not see why there should be any controversy about any part of 
our bill. 

Mr. Miter. We think we have full authority to do the necessary 
bartering under the existing legislation. This proposed legislation 
restricts “the Secretary of Agric ulture in his ability to line out both 
his sales program for dollars, his barter and his credit program. 








PROGRAM OPERATIONS OF PUBLIC LAW 480 23 


Mr. Cooiry. We think that you have that authority, too, but we 
are interested in seeing you exercise it. 

Mr. Miter. I would like for Mr. Rawlings to inform you how 
much barter we have done since the requirements were changed. 

Mr. Rawttnes. In fiscal year 1957 there was no transaction be- 
tween May 27 and June 30. For all of fiscal year 1958, barter transac- 
tions totaled $61.2 million. 

We were rather slow the first 6 months of fiscal year 1958. We 
negotiated only $5.6 million in barter contracts. During the last 6 
months barter contracts negotiated totaled $55.6 million. 

Mr. Cooter. It will take us 150 years to get rid of our surpluses at 
that rate. 

Mr. Mriuier. Since we have changed our regulations, and since the 
program is operating, and since the barter people understand what 
our provisions are, in 6 months’ time we have done $55.6 million worth. 
They have been accelerated within the last 2 or 3 months. 

Mr. Cootry. We have not restricted or limited the Secretary’s au- 
thority in any respect. 

Mr. Mitter. No, sir. 

Mr. Cootry. We have not done so in this new bill. We have given 
him additional authority, and we have conferred upon him the right 
to exercise his own sound judgment in the prosecution of those pro- 
grams. 

Mr. Anrvuso. I would just like to ask you this question: Do you 
think the Secretary of Agriculture would be doing a good job for 
the Department of Agriculture and for the country if he were able 
to move through barter the $500 million surpluses a year? 

Mr. Minter. Any amount in unlimited quantities ? 

Mr. Anruso. The more he could do the better it would be for the 
country and the Department of Agriculture ? 

Mr. Mizurr. In addition to that which he could sell, yes. 

Mr. Anruso. We are saying that toa certain point we will do barter. 
I am not hiding behind this. Again, 1 man changes the will of the 
Congress by 1 edict. 

Mr. Mrtter. One man got us on true barter. 

Mr. Anrvuso. This edict of May 1957 changed the will of the Con- 
gress because after that everything stopped. All we are doing is re- 
emphasizing what the original law was and we are saying—look, you 
say that you believe in barter, then do it. Do it to this extent, to the 
extent of $500 million. If you think that is too much, do it to the 
extent of $400 million, but do barter. 

You come back and say that you have done $55.6 million, and you 
think that is progress. 

Mr. Poacr. May we get the record straight as to what we are going 
to put into the record? Will you break that $55.6 million down as 
vou did in the last fiscal year to show us how much was done after 
this committee had hearings on barter and after Mr. Berger came up 
here and discussed the matter with the committee, because I think 
that you are going to find that practically every bit of that $55.6 mil- 
lion was done after this committee suggested the Department had 
stopped bartering. Can you give it to us by months? Maybe that 
would be the only effective way we can see it. 

(The data referred to above are as follows:) 
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Negotiated barter contracts for fiscal year July 1, 1957-June 30, 1958 














| 
Month Number Value (in 
| thousands) 
ae ae 
0 0 
0 | 0 
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0 0 
1 170 
6 5,011 
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6 3, 574 
ll 17, 501 
5 11, 560 
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Note.—For insertion on p. 53, transcript of testimony on Aug. 18, 1958, before the House Committee on 
Agriculture, Subeommittee on Foreign Agricultural Relations. 


Mr. Cootry. We have before us a report from the White House, 
the semiannual report on the activities carried on under Public Law 
480, and on page 46 I note this language: 

Barter contracts negotiated during the January-June 1958 period totaled 
$55.6 million. Barter exports of agricultural commodities from CCC inven- 
tories against outstanding contracts had an export market value of $23.6 
million in January—June 1958, in comparison with barter material deliveries to 
CCC of $102 million in the same period. 

Mr. Poacs. Less than 25 percent. Even so, I would like to see what 
happened at leastin May and June. I donot think that it is necessary 
to go all the way back. 

Mr. Coorry. It further states: 

The $55.6 million in barter contracts negotiated in this reporting period com- 
pares with contracts totaling $5.6 million for the previous reporting period and 
the average 6-month rate of $145 million under the barter program during the 
period July 1954 through June 1957. 

It shows that they picked up considerably. 

Mr. Poacer. There is no question about that. I am not saying that 
I know the facts, but I have a feeling the record will show that even 
the $55.6 million was down to $5 million the previous 6 months, and 
we will find that it remained on the order of $5 million until this 
committee held its meeting and suggested that we wanted the matter 
speeded up. We started the hearings in May, did we not? 

Mr. Cooter. Earlier than that, I believe. 

Mr. Miter. I am sorry the committee feels like barter was 
stopped. 

Mr. Poacr. The testimony was that it was stopped, Mr. Miller. 
Mr. Berger did not make any bones about it. He was very frank 
about what he had done. He took a good deal of credit to himself 
for doing it. 

Mr. Miter. I think that we stopped the type of barter we were 
doing; yes. And with the institution of the new requirements, when 
we eliminated the free interest rate period, it was a new type of 
program we brought in compared to what we had been conducting. 
It took some time for barter contractors to get onto exactly what the 
requirements were. They slowly began to develop a program and 
to export more. I have no hesitancy in telling you that I am sure 
that as we progress that rate of barter will increase. 
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Mr. Poace. When did you eliminate that free interest ? 

Mr. Mitier. When we made our May press announcement in May 
of 1957. ; 

Mr. Cootey. We had the hearings beginning May 5. 

Mr. Poace. That is what I thought. If you will give us what 
happened in May and June you will find out what effect the committee 
had on this. 

Mr. Cootry. We did not conclude the hearings until July 3. 

Mr. Garuines. As I recall Mr. Berger’s testimony before this com- 
mittee, barter fell off to a trickle back in 1957. 

Mr. Mitier. From the May 28 announcement. 

Mr. Gaturnes. It was his purpose to protect the assets of the CCC. 

Mr. Mitier. To protect the dollar sales. 

Mr. Garurnes. To protect the dollar sales of the CCC, and that is 
the reason he said before this committee that he was going to cut 
off these barter transactions. Is that the way you understood it? 

Mr. Miter. As we had been conducting them. 

Mr. Garurnes. What is the difference ? 

Mr. Miuier. We stated a moment ago when we had these barter 
exchanges in the absence f a requirement for additionality, a barter 
contractor could come in and propose to bring in materials from a 
country and take out agricultural commodities to go to that country, 
or some other country, just so he exported that quantity of agricul- 
tural commodities. He agreed within the period up to 2 years to 
bring those materials back in in exchange for agricultural commodi- 
ties. He immediately lifted the agricultural commodity and qualified 
in getting them exported. We did not require him to show where 
they went. We did not have an additionality requirement. He could 
barter those as a part of the first sale made instead of a cash sale. 

Mr. Anruso. He had tostick to the world agreement. 

Mr. Mitier. There was no world agreement on cotton, rice, tobacco, 
or feed grains. 

Mr. AnFuso. He had to stick to the world agreement. 

Mr. Mritrr. We stayed within the International Wheat Agree- 
ment on wheat, and that is where your greatest quantity of material 
moved at first. But he had a right to lift those agricultural commodi- 
ties and not compensate CCC until he brought the materials back into 
this country. In many instances it ran as long as 2 years. 

Now, when you take out, say, $10 million worth of agricultural com- 
modities and wait 2 years to bring back in the material there is quite a 
bit of interest that accrues tosomebody. That is one of the first things 
that we realized was happening under the barter program as con- 
ducted at that time. We immediately saw that an individual would 
have to either submit his material simultaneously with the lifting 
of the agricultural commodity, or pay CCC the interest because CCC 
was paying the interest to somebody. 

Mr. Anruso. You have an interest requirement. 

Mr. Miter. That is one of the things we did in the May announce- 
ment. 

Mr. Anruso. These people have not objected to that. 

Mr. Mitter. That is one of the things that made them stop barter 
immediately after May 28. 

Mr. Anruso. It was your requirement of getting a certificate of 
additionality, which was impossible to get. 
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Mr. Mitre. No, sir. They are getting it quite freely now—gen- 
uine additionality. 

Mr. Anruso. On a direct contract. 

Mr. Miter. They get them on a triparty arrangement also. 

Mr. Anrvuso, The kind of deal that you have eliminated is the kind 
of deal where these men, through their own ingenuity and mind you, 
these are American businessmen and all they were getting was less 
than 1 percent commission from the Department 

Mr. Miter. And an interest-free period on the amount of money. 

Mr. Anrvso. Through their own ingenuity they had to go to these 
countries like Ghana and Africa, countries that we need, countries 
that we need to help, and they took out their strategic material and 
gave them hard cash. These men gave them hard cash. We built 
up their treasury balances. We made them better friends of the 
United States and better buyers from the United States. Now, that 
3- or 4-way deal you have eliminated. I ask you in all sincerity what 
was wrong with that kind of a deal ? 

Mr. Miter. In many instances it was cotton and it would go to 
a country like the United Kingdom or Germany. They had plenty 
of hard cash then and that cotton was sold to that country first. 
That currency was transferred 

Mr. Anruso. It interfered with the cash sale? 

Mr. Miter. Yes. 

Mr. Anruso. We have a provision in the law put in by Mr. Poage 
that if you could prove that a particular transaction interfered with 
a cash sale then that barter sale could not be made. You have that 
provision. 

Mr. Mitier. That is what Mr. Berger did on May 28. 

Mr. Anrvuso. Isthat not your amendment, Mr. Poage? 

Mr. Poacr. That is correct. 

Mr. Murer. That is what Mr. Berger did on May 28, 1957, when 
he put in his regulation. 

Mr. Coorry. We were told during these hearings back in May or 
June of 1958 that some transactions were being negotiated that in- 
volved Spain and France and the United States which contemplated 
the acquistion by Spain of certain rolling stock or locomotives or 
something of that kind from France which had already been put 
on order, Some of it had already been built. Spain had no way of 
obtaining equipment from France except through this triangular 
transaction. I remember talking to Mr. Mann, or Mr. Harrington 
from the State Department—I think he was before the committee—and 
I am wondering now why a transaction like that would bog down. 
If we need pesetas and Spain needs machinery and France needs 
cotton, why could not that transaction move on ? 

Mr. Miter. It is perfectly good. It is a good deal if it does not 
displace the dollar sale. 

Mr. Coorry. That goes back to the triangular transactions that 
Mr. Hill mentioned and Mr. Anfuso has just discussed. 

Mr. Miter. They are good. 

Mr. Coorzy. I cannot see why you do not go on with them. 

Mr. Miturr. Providing that the agricultural commodities do not 
displace a dollar sale. 
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Mr. Garurnes. I would just like to know what you plan to do in 
the future. After these lengthy hearings before this committee dur- 
ing the 2d session of the 85th Congress, and the voting out of this 
extension of Public Law 480, the report carries specific language in 
many places in which it says that it is the purpose and intent, not 
only of the Committee on Agriculture of the House of Representatives, 
but of the House of Representatives and the Congress itself, that the 
Department of Agriculture barter away some of these surpluses that 
are mounting and mounting and mounting higher all the time. It 
looks to me like we ought to be liberalizing our policies in the De- 
partment in order to move more commodities because in 1958 it is 
estimated that we are going to have the greatest production ever of 
these various and sundry commodities that are now swelling our ware- 
houses. 

Mr. Miter. We have that objective, too. We are bartering more 
and more and we are accelerating. After the May 28 announcement, 
barter did drop to a trickle. It is starting back up again. We are 
trying to do as much good barter as we can. 

Mr. Anruso. Would you say that our hearings resulted in doing 
that? Would you say that all this happened after Mr. Berger ap- 
peared before the committee? Would you say we helped you, or en- 
couraged you to go on with this extra bartering? 

Mr. Mixer. I think that everyone encouraged us. 

Mr. Anrvuso. All we want to do by this law is to encourage you 
some more. 

Mr. Garuines. The committee report now puts the shoe on the 
other foot and says that it is protecting the assets of the CCC to 
barter these subsidies. 

Mr. Mutter. That is where we have the objection. We think we 
have full authority to do so now. 

Mr. Garuines. You have objection to what? That is what I want 
to know. 

Mr. Mixier. The requirement in order to protect the assets of the 
CCC that we conduct barter up to $500 million. 

Mr. Coo.ey. That was in the original law and the complaint was 
made by the Department that we had not included that in the last law 
we passed, but in the original law, and I think we should have Mr. 
Heimburger cite the language. I will have the language read in a 
minute. You seem to be complaining about it now. That is the very 
thing that the Department wanted in there. 

Mr. Mitier. We feel that the language in Public Law 480 now 
authorizing barter is all the language necessary for the Secretary. 

Mr. Cootry. We have not added anything to that. 

Mr. Gatrutines. The interpretation of that language has been found. 

Mr. Cootry. Mr. Heimburger, will you cite the language in the 
original Public Law 480 act which was to the effect that the Secretary, 
to protect the assets of the CCC, should do so and so? 

Mr. Hermepurcer. Yes. 

Mr. Harvey. While he is looking that up I will say that I have 
listened very carefully and it seems that the area of agreement is not 
in the principle involved, and apparently neither is it now with re- 
gard to the safeguards that have been added. You have no objection 
to the safeguards that they have inaugurated. Apparently the Secre- 
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tary is objecting to the committee setting a benchmark. Is that 
not it ? 

Mr. Miter. We feel that the proposed legislation requires us to do 
$500 million worth of barter before we start out on any other type of 
program. 

Mr. Harvey. Wait a minute. Let us get that straight. From all 
of this discussion I have not gathered that that particular interpreta- 
tion was placed upon this benchmark. Certainly in my book there 
was no interpretation of that kind at all. It was rather in terms of 
our thinking a ceiling. 

Mr. Gatuines. That is right. 

Mr. Harvey. It could only be a target to shoot at, but that it re- 
quired him to do $500 million of barter before he could do anything 
else is entirely a new thing to me. 

Mr. Miuier. That is the interpretation we have, that I have per- 
sonally, and I think that is Mr. Berger’s interpretation. 

Mr. Poacge. I think that is an erroneous interpretation as far as I 
am concerned. We never intended to place such an interpretation on 
the law. We never wrote anything like that in there. I thought you 
would be satisfied with the proposal that I suggested and that Mr. 
Anfuso has referred to 2 or 3 times, that in any case where the Depart- 
ment thought that a trade would not result in additionality you could 
require proof that it would. I thought that protected your position 
completely. 

Mr. Mitxer. It does? 

Mr. Poacr. That is what we have in here, so why are we arguing 
about this thing? That is exactly what we are offering you. We are 
telling you that if you have any evidence that it would result in dis- 
placing a dollar sale you can then require evidence to the contrary. 
But we are telling you not to go out here and make it a general prac- 
tice to place the burden upon the other fellow. What your Depart- 
ment is doing is simply reversing the burden of proof as we see it. 
As I see it, you are just placing the burden of proof on every indi- 
vidual when it is not necessary and we are saying If there is any reason 
for requiring proof, get it, but we are saying just do not go out here 
and stop these transactions on the assumption they are all going to 
interfere with trade as you admit you have done. Mr. Berger admitted 
it more strongly than you, but from your testimony it appears you 
admit you stopped all multilateral bargaining. 

Mr. Mriter. We stopped bargaining as we were doing it prior to 
May 28. We have not stopped multilateral bargaining. 

Mr. Poacr. Now, you have not stopped the bilaterals, but you have 
stopped all the multilaterals. 

Mr. Mirier. No, sir, we have not. I sign every day some of the 
type of contracts that I explained to you a moment ago, the bilateral] 
arrangements. 

Mr. Poace. I know that you are signing the bilateral arrangements. 

Mr. Murr. I should have said multilateral. 

Mr. Poace. I am saying that you stopped the multilateral arrange- 
ments. 

Mr. Mirier. We are doing that. We permit a contractor at the pres- 
ent time to come in here and lift the agricultural commidity and agree 
to move that in a country that is a friendly country to the United 
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States. We are permitting that at the present time. We look with 
more favor on bilateral arrangements. 

Mr. Gatuines. From the evidence given here this morning it ap- 
pears to me that your committee, Mr. Poage, should probe further 
into this thing. I do not think that we are getting the right answers 
from the Department. Mr. Berger is not here and the Secretary is 
not here. It looks to me like this committee ought to be active and 
follow through so that the will of Congress may be carried out. 

Mr. Poacr. That is why we are having this hearing this morning 
and why we expect to have further hearings—to go into these very 
things. Mr. Miller is not responsible for Mr. Berger not being here. 

Mr. Mixer. He had a cotton meeting this morning. 

Mr. Hermpureer. I have the language now. 

Mr. Cootry. Let us hear the language. 

Mr. Hermevurcer. In the original section 303 of Public Law 480 
there is this language: 

Whenever the Secretary has reason to believe that in addition to other author- 
ized methods and means of disposing of agricultural commodities owned by the 
Commodity Credit Corporation there may be opportunity to protect the funds 
and the assets of the Commodity Credit Corporation by barter or exchange 
of such agricultural commodities for strategic materials entailing less risk of 
loss through deterioration or storage * * *, and he is hereby directed to use 
every practical means of cooperation with other Government agencies to arrange 
and make through private trade channels such barters or exchanges. 

Now, that language was intended to mean what the language in 
our present bill is intended to mean—a finding that the funds and 
assets of the corporation will be protected by this kind of a barter 
transaction, and it was so interpreted by the department up until early 
1957 when they suddenly decided that this conferred upon the Sec- 
retary a discretionary authority to determine whether or not barter 
protected the funds and assets of the corporation, which I submit, 
Mr. Chairman, was never the intention of Congress when it wrote 
this particular provision in Public Law 480. 

Mr. Cootry. Is there anything in our report on Public Law 480 to 
indicate that Congress, or this committee, intended to say that the Sec- 
retary must barter $500 million worth of surplus agricultural com- 
modities before it could engage in any other transaction ? 

Mr. Hermeurcer. Not that I know of. 

Mr. Cootry. Not a word? 

Mr. Mitier. Could we have Mr. Heimburger read the present act? 

Mr. Cootry. The one that we passed the other day. 

Mr. Hermpurcer. I would be very happy to if I have your permis- 
sion. 


The Secretary is directed, to the maximum extent practicable within the limits 
of this section, to barter or exchange agricultural commodities owned by the 
Commodity Credit Corporation for (a) strategic materials or other materials of 
which the United States does not domestically produce its requirements and 
which entail less risk of loss through deterioration or substantially less storage 
charges, or (b) materials, goods, or equipment required in connection with 
foreign economic and military aid and assistance programs, or (c) materials or 
equipment required in substantial quantities for offshore construction programs. 


Mr. Miter. In the first one I interpreted the Secretary has dis- 
cretionary authority when he believes it is in the best interest of CCC, 
and in the second it says he is directed. 
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Mr. Poser. “As far as practicable and within the limits.” Certainly 
“within the limits” must mean the $500 million is a limitation and not 
a floor; else, we would not have said “within the limits.” I think that 
in itself makes it clear that it is a ceiling beyond which he cannot go. 

Mr. Cooter. All of the legislative history indicates you are exactly 
right because in the debate on the floor that was fully developed. 

Mr. Anruso. We are fortunate enough today to have here a con- 
tractor who is asking permission, in the presence of Mr. Miller, to 
testify to what has happened since May 1957. 

Mr. Poace. Unfortunately, he will have to testify at some later 
date because the committee will have to adjourn. The Speaker has 
requested every member to be on the floor at 12 o’clock. 

Mr. Garurnes. I would just like to ask whether or not you antici- 
pate going into the dollar allocations of these various commodities. 

Mr. Poace. Yes, we do. 

Mr. Garuines. That is the most important feature, as well as 
barter. I am very vitally interested in how you allocate these funds 
and what you anticipate doing in the future with respect to allocating 
the funds. 

Mr. Poacs. We will adjourn to meet at 10 o’clock in the morning. 

(Whereupon, at 12 o’clock, the committee adjourned to meet the 
following day, Tuesday, August 19, 1958, at 10 a. m.) 
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TUESDAY, AUGUST 19, 1958 


Hovuss or REPRESENTATIVES, 
SUBCOMMITTEE ON ForREIGN AGRICULTURAL 
OPERATIONS OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 1310, 
New House Office Building, Hon. W. R. Poage (chairman of the 
subcommittee) presiding. 

Department of Agriculture: Marvin L. McLain, Assistant Secre- 
tary for Agricultural Stabilization; Walter C. Berger, Administra- 
tor, and Clarence L. Miller, Associate Administrator, Commodity 
Stabilization Service; Edward M. Shulman, Office of the General 
Counsel. 

Mr. Poacs. The committee will please come to order. 

We have Assistant Secretary McLain, and Mr. Berger with us 
today. We would like to go into some of the matters of how we 
are conducting our sales of surplus agricultural commodities. 

Mr. McLain, would you come up and bring whoever you like 
with you. 

Yesterday Mr. Miller gave us an explanation of the attitude of 
the Department on the matter of barter. He gave us detailed infor- 
mation which was very helpful. I think today it would be especially 
helpful if we could get a clear outline of just how the Department 
goes about disposing of the agricultural surpluses and what the 
individual needs to do to participate in this business. 

We know the Government does not want to monopolize the business. 
Chairman Cooley was asking a question which we did not get around 
to: What a businessman should do in order to participate in this 
export business of surplus commodities. 

I wonder if you would give us an outline of how you proceed, 
and then we will determine how far we want to pursue that subject. 

Mr. McLarn. Mr. Poage, Mr. Berger here is in charge of these 
activities. I would like to say before I turn it over to him that I 
think the record indicates in the last couple of years, particularly 
since we have had Public Law 480 and since we have had a sales 
department within the organization, that we have made tremendous 
strides in moving surplus commodities. I think the record also shows 
that, at the insistence partially of you and your chairman and on 
the Senate side particularly of Senator Aiken, Senator Ellender, and 
Senator Humphrey, and others we have moved in the direction of try- 
ing to channel our exports out of the free market with subsidy-in-kind 
programs. We have done this with wheat. We started that a couple 
of yearsago. It has been very popular with wheat growers as well as 
the people who handle wheat, including the exporters. 
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We later moved into corn, feed grains, and cotton, and we are 
currently reviewing such a program for rice. 

Of course, the big advantage of this, as we visualize it, is that it 
does two things. It puts the operation back primarily in the free 
market, where I think everybody agrees it ought to be and where even 
the charter of the Pepagnadiie Credit Corporation Act says it should 
be, and, too, it puts some buoyancy into the market price for farmers, 
which in our judgment is very important. 

Since this change in operations went into effect, of course the big 
end of the export of wheat, for instance, has come out of the free 
market, which means very simply that all we do is set the subsidy 
rate each day and the exporter or the fellow interested in moving 
the wheat goes in to the free market and buys it. He knows exactly 
at the close of the market each day what the subsidy is to be, and 
he proceeds to operate on that basis. 

I am sure you are all familiar with the fact that the subsidy we 
pay is not paid in cash but it is paid in kind. This we preserve in 
the operation in order to handle our inventory management because 
obviously, with the tremendous stocks we have, we must have some 
leeway to move stocks out of our hands occasionally because of de- 
terioration or because of needing change of location and because of 
storage problems. We have had very little complaint about the opera- 
tions. It has worked marvelously, first of all, because people on the 
Hill thought it ought to move this way; second, the cooperation of 
the trade itself; and, third, the willingness of the Secretary and 
others in the Department to proceed vigorously on this basis because 
we think it is right »nd better for everybody. 

Mr. Poace. You are applying that to wheat, corn, feed grains, and 
cotton. Anything else? 

Mr. McLarn. We are discussing the possibility of applying it to 
rice. We have not moved on it on rice. 

Mr. Poage. Rice is not now moving under the subsidy-in-kind 
program ? 

Mr. McLatrn. That is correct, nor are oil seeds, I think, to be accu- 
rate. They are the only other ones I think of that are not. 

Mr. Bercer. We have not had any problem in oil seeds. We are 
keeping that out of the way. 

Mr. Poaar. How are you moving rice? 

Mr. Coortry. You are not really moving it, are you? 

Mr. Mriuer. I think compared to the inventory and the total pro- 
duction of rice, the record has been about as good for rice as any 
commodity. You can indicate here, Walt, the method that you use. 
Currently, as I say, we are in process of reviewing with the trade 
itself whether we could move in the subsidy-in-kind direction. 

Mr. Bereer. J think, Mr. McLain and Mr. Chairman, rice is one 
commodity in which the Department has obtained the greatest bene- 
fit from the title I programs of any particular commodity I know of. 
The title I programs under Public Law 480 have been our greatest 
source of sales for rice. 

Mr. Poacr. You are talking about in exchange for foreign currency ? 

Mr. Bercer. That is correct, Mr. Chairman. I think that particular 
commodity has had more benefit from the title I, 480, program than 
any other particular commodity. Of course, the delay we have had 
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on 480 is holding us up some on some commitments that we would like 
to have had up to the present time on rice as far as that is concerned. 

Mr. Poace. You said the delays we have had on 480. What kind 
of delays have we had on 480? You mean in the passage of the law? 

Mr. Bercer. That is correct. 

Mr. Poace. You mean since the 1st of July 

Mr. Bercer. No; even prior to that. In the Senate version of the 
480 bill there was an extra half billion which could be used up to 
July 1. That, of course, has gone by the way. 

Mr. Poacr. You never did exhaust the money you had available, 
though, did you? 

Mr. Bercer. You will have to talk to somebody from FAS. 

Mr. Poage. You never did exhaust the authority to use foreign 
currency, did you? 

Mr. Beroer. Iam not in FAS. Somebody from FAS should answer 
this particular question. I think there are people here who could 
answer it. It is my understanding that the delay merely kept them 
from going ahead and programing more of it so there would be a 
continuity. 

Mr. Poace. A delay in making new contracts. Let us get that 
answered if there is anyone here who can answer it. Did the ‘Depart- 
ment exhaust their authority to purchase for foreign currency prior 
to the Ist day of July? 

Mr. Cootry. The last information we had was to the effect that 
they had about $200 million. 

Mr. Patrick M. O’Leary (Assistant Administrator, Foreign Agri- 
cultural Service). No, sir, Mr. Chairman. All of the av: ailable title I 
authorization was committed by June 30, with the exception of some- 
where between $25 million and $30 million. This is no more than a 
safe reserve to have because of the fact that the authorization is in 
terms of CCC cost and these costs fluctuate. I would not feel com- 
fortable with less than this much as a reserve. As a matter of fact, 
the amount committed was in excess of the authorization. Because 
of the reimbursement procedure, something over $4 million in excess 
of the $4 billion authorization was committed, and there was left 
about $30 million, something less, perhaps, which I feel was no more 
than an adequate reserve to have. 

Mr. Poace. You say you feel the $30 million is needed for the re- 
serve. You cannot have any obligations under 480 except those you 
entered into, can you? 

Mr. O’Leary. Yes, sir. The commitments are made in terms of 
market value. In other words, if they spend, say, $10 million agreed 
for wheat, depending on what. happens to the market price and the 
quantities that they are able to purchase with that, the CCC cost which 
is charged against the authorization may go up or may go down. If 
it goes up, we would be in excess of our authorization unless we had 
some reserve to cover the increase in CCC cost above what we 
originally estimated. 

Mr. Poaae. I do not know that I quite follow it. If you make an 
agreement with Brazil to supply $30 million worth of wheat, and the 
agreement is to supply them with $30 million worth, of course they 
pay in cruzeiros at a fixed rate of exchange usually. Although some- 
times some of those early contracts were not fixed, I understand now 
all your contracts are fixed rate. 
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Mr. O’Leary. It is usually the general import rate, sir, which may 
fluctuate from day to day. The problem we have is that when we 
praazont $10 million worth of wheat, this means that that country can 

uy $10 million worth of wheat at the market price in this country. 
This wheat is charged against the congressional authorization at 
CCC investment cost, not at the market price. So, at the time we 
make the program we estimate that they can buy X million bushels 
of wheat, and at that time we estimate what the CCC cost will be, let 
us say, $2.12 a bushel which is charged against the authorization. 

Mr. Poacr. You do not subsidize that wheat at that time. 

Mr. O’Leary. No, sir. Suppose then that the market prices goes 
down, Mr. Poage. They will buy more than the X million bushels of 
wheat because they buy their $10 million worth. Each extra bushel 
they buy because the market price goes down is that much more per 
bushel of CCC cost which is charged against the authorization. 

Mr. Poace. Why can you not set aside the necessary number of 
bushels of wheat the day you enter into a contract with somebody 
to sell a certain amcunt of wheat in a new area and contract to sell 
them a certain amount? Why do you not set that wheat aside again 
and immediately charge the CCC with that much wheat? 

Mr. O’Leary. We are not in a position to set the wheat aside. 
They buy the wheat in the open market. Depending on when they 
buy it and what the market price is on the day they purchase it, the 
number of bushels they buy will be determined. That number of 
bushels will determine the CCC cost. 

Mr. Poaae. I think I follow you now. You do not put any dollar 
limit on the value of the commodity that you are selling. You just 
tell these people that they can go in the market and buy all they can 
buy for a certain amount. 

Mr. O’Leary. Yes, sir. 

Mr. Poace. It is not a certain number of bushels? 

Mr. O’Leary. No,sir. It isa certain number of dollars. 

Mr. Poace. All of your early agreements were for a certain number 
of bushels, were they not? 

Mr. O’Leary. Only one, sir—the Turkish agreement, which was 
on a quantity basis. This is not a very practical method of operating 
against a dollar authorization. All the rest of the agreements have 
been on a dollar basis. 

Mr. Poacr. Go ahead. 

Mr. Cootry. May I ask a question or two? 

I should like to know to what extent tobacco has participated in 
all of these export programs. I look at the information I have before 
me, and the total inventories of burley tobacco now in the hands of 
the CCC is $12,320,000. Is that about right? 

Mr. Jenntnas. Will the gentleman yield here for a question? Do 
you consider these to be the loans you have to stabilize local coopera- 
tives? You actually do not have any. The CCC actually does not 
own any tobacco as such, does it ? 

Mr. Miturr. Only small quantities have they ever owned, and that 
was where the cooperatives were not able to handle particular types of 
tobacco. 

Mr. Jenntnas. Right now, the CCC does not actually own any 
tobacco as such. They have merely made loans to the co-ops. 
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Mr. Mitter. If we do, it is in very small quantities. 

Mr. Cootry. That is what I am trying to bring out. This state- 
ment of August 6, 1958, USDA Commodity Credit Corporation Re- 
port of Price Support Commodities, shows that you have only 
$12,320,000 invested in burley tobacco. 

Mr. Mitxier. That, Mr. Cosley, is part of this Tennessee Burley 
Association at the present time. If that is burley tobacco, then that 
includes the tobacco which is in controversy in Tennessee and the co- 
operative association. 

Mr. Cootry. From this sheet, the Department has nothing actually 
invested in flue-cured tobacco in our area. 

Mr. Miuttrr. No, sir. That is correct. 

Mr. Cootey. You do have flue-cured tobacco loans. 

Mr. Miter. That is correct, about 500 million pounds, as I recall; 
burley, about 290 million at the present time. 

Mr. Warts. Would the chairman yield for a second ? 

That $12 million you are talking about in Tennessee is on loan, is 
it not? 

Mr. Mitier. We are in the process of taking that over. 

Mr. Warts. You have not actually taken 1t over, have you? 

_ Mr. Mitier. We have started a replevin action on it at the present 
time. 

Mr. Warrs. The last I heard of it, you took it over to the Kentucky 
burley tobacco. 

Mr. Mitier. We were unable to get title to that tobacco in order to 
turn it over. So we have had to bring a replevin action. 

Mr. Warts. A foreclosure lien. 

Mr. Miter. Yes, sir. 

Mr. Warts. In other words, the only reason the Government owns 
any burley tobacco is because certain fellows would not live up to 
what the Government thought was their contract. 

Mr. Miter. That is what our lawyers tell us; yes, sir. 

Mr. Cootry. Going back to flue-cured tobacco, is it a fact or is it 
not a fact that today the Government has not sustained any substan- 
tial losses or any losses at all on flue-cured tobacco ? 

Mr. Miter. On that portion. The associations handling the loan 
agreement, namely, the stabilization in flue-cured tobacco, have not 
sustained any losses on tobaccos that they have sold so far. That 
would be a correct statement. 

Mr. Cootry. To sum it up, the taxpayers have not lost any money on 
the flue-cured tobacco program up to now ? 

Mr. Mitter. On that portion which has been sold, that is right. 

Mr. Cootry. You have a liability because you are underwriting 
these loans. 

Mr. Miter. We still have 500 million pounds of flue-cured tobacco, 
approximately, under loan at the present time. 

Mr. Cooter. A total of about $355 million. 

Mr. Mriter. Approximately that, yes, sir. 

Mr. Cootry. That brings me to this question. In the desperate 
light that the wheat farmer, the cotton farmer, and others have 
ound themselves, you have subsidized the exports of wheat, cotton, 

and some other commodities. The information I have is to the effect 
that 80 percent of the CCC investments are in 3 commodities—corn, 
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wheat, and cotton—and 75 percent of all your investments are in two 
commodities—wheat and corn. Is that about right ? 

Mr. Mittrr. I would say that is correct, yes, sir. 

Mr. Coorry. Is it entirely fair to the tobacco program in relation 
to other programs like wheat and corn and cotton not to export some of 
our tobacco in order to move it out into the world market ? 

Mr. Mire. Tobacco is essentially different from the others, Mr. 
Cooley. I would say the first thing that sets it apart is that the pro- 
ducers and the tobacco industry itself have never for one moment 
thought that there should be a subsidy on the export of burley tobacco 
or flue-cured tobacco, that I know of. 

Mr. Cootry. I know. I am proud of the fact that they have op- 
erated their ventures and corporations in a business-like manner. 
They take pride in the fact that they have not sustained any losses. 
The fact is that we have accumulated a surplus. If we are to hold on 
to our world market and at the same time support prices at home, it 
seems to me it is only reasonable for us to expect some of our tobacco 
to move in the world market under the subsidy program. 

Mr. MutEr. Tobacco does have the benefit of 90 percent of parity 
where the other commodities do not have. 

Mr. Cooxry. It is the only commodity in this country that is taxed, 
and it produces about $2 billion revenue. 

Mr. Poace. May I point out in that connection that cotton takes 
about as much cut in acreage or more than any other commodity, ac- 
cording to its size. If you take these cuts in acreage, you should main- 
tain your sales price at a higher level. Unquestionably the only rea- 
son you have been able to maintain that price is because you have 
taken a cut in acreage. If you had done no more than some of the 
uncontrolled crops have done, you would not be getting 15 cents 
for your obaeon: should think. 

Mr. Cooter. That is exactly right. 

Mr. Miter. At the present time, I think it is safe to say that we 
have been able to maintain the high domestic price because we have 
reduced the acres. I shall not get into the merits of whether the 
total income has been increased or decreased, but I think that is a fair 
statement to make. 

Mr. Poacr. Mr. Miller, our chairman here has pointed out that two 
crops, wheat and corn, account for about three-fourths of our total 
inventory investment at the present time, but that does not represent 
a fair comparison of the losses on these crops, does it ? 

Mr. Mitter. No. 

Mr. Cootzy. What percentage of losses have been sustained on the 
crops we are talking about? You have lost a tremendous amount on 
wheat. 

Mr. Mituer. Yes. 

Mr. Cootry. You have lost a large amount on corn, have you not? 

Mr. Bercrer. No. The losses on corn have not been anywhere near 
as heavy as they have been in wheat. 

Mr. Cootry. No, but you have lost a substantial amount on corn, 
have you not? 

Mr. Berczer. We have lost some money on corn. We have also lost 
it on sorghum grains, barley, and oats. 

Mr. Poacr. Where have your biggest losses been ? 

Mr. McLarn. Dairy products. 
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Mr. Berger. Dairy products, and then wheat. 

Mr. Poacr. The total losses have been greater on uncontrolled crops 
than they have been on any of the controlled crops. 

Mr. Matruews. Mr. Chairman, will you yield there? 

If I may, I would like to go back to the line of questioning Chair- 
man Cooley brought up a while ago. Could you tell me, say this last 
year, how many pounds of tobacco have been exported under this 
program? Is this figure of 44 million pounds 

Mr. Mirter. Under Public Law 480, Mr. Matthews? Yes, Mr. 
O’Leary can give us the answer to that question. I would say that is 
approximately correct. 

fr. O’Leary. We have programed $142 million worth—— 

Mr. Matruews. In just 1 year’s time, $142 million ? 

Mr. O’Leary. It is 202,258,000 pounds. 

Mr. Matrnews. Is that one year? 

Mr. O’Leary. No,sir. That is since the beginning. 

Mr. Marruews. Since the beginning of Public Law 480? 

Mr. O'Leary. Yes, sir. 

Mr. Marrnews. I do not imagine you gentlemen can answer that 
question for this probably would come in some other department, but 
I might ask you to hazard a guess. At home my farmers keep telling 
me the trouble with their flue-cured tobacco, among other things, is 
that under various foreign aid programs we are training people 
across the seas to grow this flue-cured tobacco, and today they are 
capturing the world market, that we are losing the world market. 

Would you hazard any opinion, Mr. Miller, as to that statement? 
What, in your opinion, is the effect of these foreign aid programs, 
technical assistance programs, on the foreign trade market of our 
tobacco? 

Mr. Mrrurr. I do not know to what extent ICA or other agencies, 
or Foreign Aid programs have developed tobacco culture in foreign 
countries, but by and large most of the present-day expansion is being 
oceasioned by private industry. There are a great many people from 
the University of North Carolina—graduates, young men—and the 
University of Kentucky and other agricultural colleges that have been 
employed by the British-American Tobacco Co. in particular. These 
men, with their knowledge of cultural practices and tobacco have 
been sent to foreign countries. 

Mr. Poaae. Do you think they show this? 

Mr. Miter. They certainly do. They show their knowledge and 
know-how, Congressman Poage. They have been installed in these 
foreign countries working for British-American. I think it is safe to 
say they are the biggest ones engaged in this activity at the present 
time in developing that type of tobacco in foreign countries. There 
is a very good reason and explanation as to why they are able to do 
that. 

As one Japanese told me about 4 or 5 months ago, he did not have 
to reduce the price of the tobacco he was selling very much below 
that of the United States. Just 1 cent and you could sell it. 

Our pricing structure at the present time is, no doubt about it, 
something which has placed an umbrella over the activities of these 
companies that we are talking about now and it has provided them 
with a stability of market where the producer in a foreign country 
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has only a fraction less indirect support than our American producer 
has for that market in that foreign country. 

Mr. Cootry. That brings me to the point I tried to make a moment 
ago. 

Why would it not be to the interest of the American taxpayer 
and the foreign country to meet that proposition and bring the price 
down, even if you do sustain some losses ? 

My idea is that you can justify sustaining losses on tobacco better 
than you can on any other commodity because it is such a revenue- 
producing commodity. 

Mr. Miuier. The tobacco farmer, Mr. Cooley, has always said that 
his program has not cost the taxpayer any money. That is the 
claim that he has extolled and the justification for 90-percent parity. 
That feeling still permeates the tobacco growers’ mind and the tobacco 
industry. They would rather sell at present day markups, due to 
our high support prices and moving into domestic markets and main- 
taining, generally speaking, a steady level of exports, than to attempt 
to expand by any subsidy program that might give—— 

Mr. Cootey. How have our exports fared in recent years? Are 
we losing out on markets or are we holding them ? 

Mr. Miter. Let us say that we are about holding on the poundage 
quantity, but we are not enjoying, or participating in, the world 
increased demand for tobacco. The increased demand in the world 
consumption is being absorbed by these companies that I just men- 
tioned a moment ago in their expansion programs. 

Mr. Cootry. How do you explain this situation? Let us go back 
just a minute. 

Did we not pass a supplemental law for you last year, Mr. Watts? 

Mr. Warts. This year. 

Mr. Cootry. I received a telephone call a couple of days ago and it 
disturbed me. I want you or someone to go into it. 

In South Carolina the farmers are actually cutting down the to- 
bacco stalks and curing them and baling them and selling them in 
foreign markets. The sale of that tobacco stalk, if it is going to find 
its way into cigarettes, should be stopped. How may we stop it with- 
out passing a law? 

T am ready to introduce a bill today. 

Mr. Warts. The pure food law. If they have harvested one crop 
off of it, certainly the pure food law would prohibit that, if I interpret 
it right. 

We would say to those farmers, “If you do that, you lose your acre- 
age next year.” 

Is that the construction ? 

Mr. Mutter. Yes, sir. 

Mr. Cooter. Does that law have uniform application ? 

Mr. Warts. Yes. 

Mr. Miuuer. Yes. 

Mr. Cooter. Then I want you, as the head of the tobacco section— 
I was going to communicate with Mr. Williams. 

Mr. Mutter. I think we meet with you at 3 o’clock this afternoon to 
discuss that. 

Mr. Cooter. I do not want to prolong it but it is a terrible situation 
and people are disturbed about the sale of tobacco stalks. 
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Mr. Miirr. That is, it seems to me, a very tragic situation if it does 

revail. It is a further indication that manufacturers and farmers— 
et us hope, at least—are grasping on to any situation or any oppor- 
tunity afforded them to stretch the utilization of tobacco, whether it 
be in the form of utilization of stems or what not, but I hope they do 
not go to stalks. However, they might. 

Mr. Cootey. They have gone to stems. 

Mr. Mutter. Definitely. 

Mr. Cootry. They used to give them away. 

Mr. Mutter. Definitely. 

Mr. Cootry. Now they are grinding those up and putting them into 
tobacco products. When they get into stalks, I cannot take that. 

Mr. Mixter. I am afraid this is one of the results of our pricing that 
we are having today. 

Mr. Cootry. I think maybe some good will come out of this meeting 
this afternoon. I think we should send somebody forthwith to South 
Carolina and stop that sort of business, 

Mr. Warts. May I ask a question ? 

Mr. Poace. Sure. 

Mr. Warts. Has the Department made any study? You said a 
moment ago that it came about as a result of too high a price on the 
tobacco, but has the Department made any study as to what price 
domestic tobacco would tala in a foreign country, or should bring, 
in order to be competitive on the market ? 

Mr. Mriuier. Yes; we are at the present time, I do not know that 
we have made a study but a right good analysis. I am not ready to 
report on the results of that. The Department still has it under 
consideration. We are analyzing it at the present time as to about 
what price. 

Mr. Warts. Do you think that we, as farmers in this country, can 
become competitive and still realize a profit on our operation with 
labor in Africa, we will say? That is, places like that raising 
tobacco ? 

Mr. Miter. We are still competitive with the prices we are asking 
today. 

Mr. Warts. It is quality that is competitive rather than quantity ? 

Mr. Miuier. That is right. There are some other goods in the 
export market that we can remain competitive on, or even be a little 
more competitive with, I think. There is the possibility. 

Mr. Warts. Does the situation in burley differentiate itself consid- 
erably due to the fact that the export of flue-cured is about 40 percent 
and burley about 6 percent? 

Mr. Miter. That is true except for the substitutability in different 
types. I do not think treatment could be afforded one type that 
would not have profound effects on the other. I do not think you 
could separate the results of the two. 

Mr. Warts. I agree with you that you cannot precipitously do 
something with one kind without it having a corresponding effect on 
the other type. 

Has the Department ever given any thought to additional quotas 
for export? 

Mr. Jenninos. I introduced that legislation 2 years ago. 

Mr. Cootzy. What do you mean by “additional quotas for export” ? 
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Mr. Warts. Domestic quotas and export quotas, or additional allot- 
ments. 

Mr. Cootry. Do you mean another A, and B. program? 

Mr. Jennrnos. Let him answer the question. What consideration? 

Mr. Mittrr. Yes; this is a domestic parity principle we are talking 
about now. That is, where you have an AMotment for a certain 
commodity, a domestic allotment for a certain commodity, and an 
export allotment or two levels of support. The Department has not 
looked with favor 

Mr. Poace. In connection with this line of questioning, is it true 
that—as you have pointed out, if we remain competitive—the greatest 
thing in most of these foreign countries in this connection is their 
own import taxes? Do they not discriminate against the importation 
of tobacco as against foreign sources? 

I was in Brazil 3 weeks ago and I found that they are trying to 
grow tobacco down there. They are not competitive with us in pro- 
duction, but they have become so by preventing the movement of 
American tobacco in there. It can only be moved over high tariff 
walls. 

Mr. Mitter. I suspect that because of the susceptibility of tobacco 
as a revenue-producing commodity, you will find more import duties 
placed on the movement of tobacco than almost any other commodity. 

I think that Chairman Cooley pointed that out a moment ago. 

Mr. Poace. Is that not the thing that goes farther toward prevent- 
ae tobacco from being competitive in foreign markets than other 
things? 

Mr. Mirxer. I would prefer to have somebody with more author- 
ity on the subject than I hkve reply. It is one facet. Whether it is or 
not, I have not the ability to say but it is one of the facets. Price is 
always a grave one. 

Mr. Warts. The reason I asked you that question is because some- 
times we have on the Hill heard some rumblings and occasionally you 
fellows rumble down there in the Department and we hear about it. 
I have been hearing some rumblings with reference to burley tobacco 
and there might be a proposition to place a certain percent of the 
burley quota at 90 percent and a certain percent on a lower scale of 
support to take care of that. 

Mr. Coorry. You never mentioned that program. 

Mr. Warts. I say I have heard rumblings. 

Mr. Mitxer. That rumbling is the reaction to such a proposal rather 
than the proposal coming out of the Department. 

We do not look 

Mr. Warts. If the rumblings get to the boiling point, the point 
where they are too hot, there is the possibility of threatening the 
burley boys with an acreage cut when they are in a better position. 
It was to make it a little more palatable? 

Mr. Mirier. We are not advocating such a program as that. 

Mr. Warts. I heard the rumblings. 

Mr. Mirier. We agree with the chairman. The vested parity 
principle is one that we have not embraced for any commodity and 
I do not think we are likely to embrace one for tobacco. 

Mr. Coorry. I know that we got into trouble in flue-cured areas 
because of the high-producing varieties, the ones which are not desir- 
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able. I have maintained all along that to be true, and knowing that 
in this stock you now have, 569 million pounds, a substantial part of 
that is not desirable tobacco according to the tobacco experts, why 
could we not subsidize it and get it out of the warehouses, storage 
places, and put it in the world markets somewhere, where it will be 
used, and improve this tobacco situation before we meet next January ? 

The reason I say that is that the Wall Street Journal had some 
rumblings in it, too, Mr. Watts. 

* * * Tt is suggested lower props are in prospect for other major farm 
commodities. Mr. Benson, in fact, will push hard next year for lower props on 
other basic crops, such as wheat, tobacco, and so forth * * * 

I do not want them to start pushing me around this far in advance. 
I want to get it straightened out. 

I believe you, or somebody in the Department, should get to work 
on this. I do not want to interfere with the fine business manner in 
which these stabilization programs have been operated, but I do think 
they are a little bid too conservative and they should be a little more 
realistic. We should dispose of some of this undesirable tobacco in 
the world markets and out of storage warehouses. 

Mr. Martruews. I had a bill which would have done that this year, 
but I did not press it. 

Mr. Cootry. I am sorry that you did not. 

Mr. JennriNGs. Getting back to this domestic two-price system, or 
whatever you might like to call it, does that not give the farmer a 
little more freedom ? 

Mr. Cootry. You take the freedom and I will take the control. 

Mr. Miter. It has been estimated that a lower price on tobacco 
would move more exports. 

Mr. Cootey. That was not my question. 

Mr. Mitier. I kind of approached it from the back side. 

Mr. Cootry. I agree with you on that. 

Mr. Miter. This proposal that you have, this two-price system 
that you propose, would afford more tobacco at a lower price to be 
exported. 

Mr. Cootry. At the same time, would it not give the farmer the 
opportunity of making the choice as to which he wanted to produce, 
or if he wanted to put it into the world market it would not reduce 
his allotment. If he wanted to put in his allotment under 90 percent 
support prices, he might do that. 

Mr. Miter. I was saying to that end he could export more tobacco. 
That is correct and the ability to produce more tobacco, that amount 
of tobacco, would move as a result of reduced prices. That increased 
amount that would move as a result of a lower price, he would be 
able to raise that much more tobacco. 

Mr. Cootey. I introduced legislation on this. I do not think it is 
perfected but I introduced it for the purpose of exploring the subject 
and I wish the Department would submit a report. 

I introduced that 2 years ago and I have not seen a report forth- 
coming. I agree that I have not pushed hard and that is one of the 
reasons. I wish that you would give that some consideration. 

With reference to what the chairman was talking about, I believe it 
would be a little better to sell some of this tobacco that we have rather 
than permit the farmers to grind up stalks and sell them. 
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I would stop that stalk business as soon as possible. 

Mr. Warrs. You should have put the—— 

Mr. Coorry. It is in there. 

Mr. Warts. I want to follow up on what Mr. Cooley said. I think 
the chairman’s views coincide pretty well with mine, and everybody 
else’s, but I think what he is aiming at is that we have these various 
stocks on hand that kind of throw us out of balance for the time being 
where we are holding production at the present time at just about the 
level of consumption. 

Mr. Mirter. A little less in burley and flue-cured. 

Mr. Warts. But we do have some of these stocks and some of them 
not too desirable in quality hanging over our heads. 

I do not think that the chairman means to export continually at a 
low price, but what would be the Department’s attitude since all of 
these stocks of tobacco belong to these cooperatives? He could not 
export them at a lower price without getting the permission of the 
various cooperatives that own them, unless you foreclosed your loans 
and took them over for export. If these cooperatives took a notion 
to unload some of that undesirable tobacco at a lesser price than the 
price they are holding them at now, which is parity plus 10 percent 
or something like that 

Mr. Mitter. Not any specific markup. 

Mr. Warts. What would be the Department’s attitude if the various 
cooperatives decided it was in the best interests of tobacco generally 
to unload some of these undesirable stocks at a lesser price? They 
would have to get your permission ? 

Mr. Mitter. That is right. I am not in a position to speak about 
authority. 

Assistant Secretary McLain is here. 

It has been my impression that as long as tobacco has 90 percent 
privilege, that privilege—this holding of the CCC as to losses—was 
one of the justifications for the 90 percent of parity concept. 

Mr. Warts. I agree with you. 

I am asking you, is that going to continue to be your opinion even 
though the losses would be small in comparison with the losses that 
have occurred on many other crops and would deal with temporary 
situations ? 

We all admit today that we are producing just about what we 
need or a little less tobacco. As happened in cotton—I do not know 
anything about that—but they have accumulated quite large stocks 
of cotton that do not move too well. We have certain types of flue- 
cured tobacco and I wonder if the cooperatives should take a notion 
to discount some of that tobacco for world prices, or world sales—it 
would have to originate with the cooperatives because you do not own 
the tobacco and you would have to take title to it before—what would 
be the Department’s attitude if they could sell some of this tobacco 
at slightly reduced prices abroad ? 

Mr. Mitrer. We did do that in the case of dark-fired tobacco on 
several occasions. 

Mr. Warts. Did you O. K. it? 

Mr. Mixer. Yes, in conference with those associations we agreed 
that the tobacco could not move at the present price and would not 
move at the present price. We made that determination of the quan- 
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tities involved since they were relatively minor. I am talking now 
in terms of 6 million or 8 million or 10 million pounds at most in any 
1- or 2-year period. 

That would be about 10 million pounds. 

The Department agreed to go along with such export sales and 
absorb the loss. The question I ‘think comes up as to what is the quan- 
tity involved. We are talking here in the case of burley tobacco, this 
high-priced burley tobacco, in terms of 250 million or 260 million 
pounds. In the case of flue- cured, I expect with these discounted vari- 
eties, about the same, Chairman Cooley. T 

Your question there is wholly diflerent from the question we faced 
in dark-fired tobacco. 

Mr. Warrs. I do not think that you would have to sell all of the 
burley tobacco that way. 

Mr. Mritter. I am not saying that. However, it becomes a question 
of the quantity involved and it may be 250 million or 275 million. 

Mr. JENNINGS. You do have the authority under the present law ? 

Mr. Miter. I presume we would go ahead and absorb the losses. 

Mr. Cootry. Have you given away any tobacco under the Public 
Law 480 program ? 

Mr. Mituer. We exchanged tobacco for foreign currency; yes, sir. 
We reported a moment ago 250 million pounds. 

I beg your pardon, £ 202 million pounds, I am told, have moved 
under Public Law 480. 

Mr. Jenninos. Not at reduced prices? 

Mr. Mitier. No, no. We have also bartered tobacco in very limited 
quantities. It is not because we did not want to barter tobacco. We 
did not have applications to barter tobacco. 

Mr. Cootry. Why would it not be a good thing to try to increase 
tobacco participation under Public Law 480? You would then get 
away from the idea that stabilization corporation sustain any losses. 
We exchange tobacco for foreign currencies. 

It seems to me that since tobacco farmers have done such a good 
job cooperating with the Government in bringing about stability 
in production and in keeping in line with demand that we should be 
given some consideration under the Public Law 480 program. 

Mr. Mitrer. Of course, the request for purchase authorizations 
under Public Law 480 originate in the recipient countries. We have 
had, as Mr. O’Leary can vouch for, a good many requests for tobacco. 
We think that we have given tobacco a pretty fair share of Public 
Law 480 authorizations, 

I would rather permit Mr. O’Leary to address his remarks to that. 

Mr. Cootry. Mr. O’Leary you have not donated it? It has all been 
sold ? 

Mr. O'Leary. It has all been sold for foreign currency. 

Mr. Coorry. I am not saying that I have any complaints about 
tobacco participation in the program, but I am interested in the 
stabilization carryover for flue-cured tobacco. I want to see it cut 
as much as possible. I think we shall step up the tempo of our exports 
of tobacco and not permit other countries to take our markets away 
from us. 

Mr. Miner. The feeling that permeates the tobacco grower’s mind 
is that when the CCC starts programing with a stepped-up program 
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of tobacco under Public Law 480, or any two-priced system that will 
replace the dollar full value market that they have for tobacco at 
the present time, that is the thing I want to impress. 

Mr. Cootry. I do not want to displace dollar markets, but I am 
thinking about increasing the use of American tobacco in foreign 
markets. 

Mr. Poacer. I want to go back to the original, basic idea of the sales 
thing, and I believe that you now have outstanding under Public Law 
480, or have sold over $4 billion worth of goods; is that right? Is 
that about it? 

Mr, O’Leary. Yes, sir; something over $4 billion at CCC cost. 

Mr. Poace. Something over $4 billion at CCC cost ? 

Mr. O’Leary. Yes, sir; at market value, about $2.6 billion. 

Mr. Poace. What is the value of the purchase authorizations that 
have actually been issued? In other words, what authorizations have 
you actually issued for the movement of these goods? 

Mr. O'Leary. Practically all. There may be one or two which are 
not yet issued on'some of the 3-year programs, such as Brazil. 

Mr. Poacr. What is the value of the commodities that have actually 
been shipped? What value of commodities have you actually moved 
out of the United States under Public Law 480? 

Mr, O’Lrary. About $2.1 billion. 

Mr. Poagcr. About one-half? 

Mr. O’Leary. No, sir; this is market value—$2.1 billion out of 
$2.6 billion has actually been shipped. 

I am talking about market value, Mr. Poage. You see, the $4 
billion plus at CCC cost is about $2.6 billion market value, and of 
that $2.6 billion market value, almost $2.1 billion has been shipped 
out. 

Mr. Poace. In other words, you have shipped four-fifths roughly 
of the total? 

Mr. O’Leary. Yes, sir. We have somewhere between $400 million 
and $500 million carryover now being shipped. 

Mr. Poacr. That is a better record than I thought we had and I am 
glad to hear it. 

Now to get to your sales force. 

You have established a sales manager, Mr. Daniel, and I understand 
he is ill and could not be here for that reason. We understand that. 

He has been in operation just about a year, has he not? 

Mr. Miuter. Longer than that, 2 years. 

Mr. Poacr. How big a force does he have ? 

Mr. Bercer. Mr. Chairman, I will have to get that, but it seems to 
me that we checked it the other day and it is around 27 or 28 men. 

Mr. Poace. Where are those men ? 

Mr. Bercer. They are all here in Washington. Iam sorry. He has 
1 man located in San Francisco and he has 1 man located in Rotterdam 
and 1 in New York. 

Mr. Poace. The rest are all in Washington ? 

Mr. Bercer. The rest are here in Washington. 

Mr. Poacr. Just what do these salesmen do here in Washington? 
It is not an outstanding grain or cotton market. What do they do 
here ? 

Mr. Bercer. They have the responsibility for developing all of the 
sales programs and anything that has to do with selling or price. 
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They have the responsibility of determining what is a fair and equi- 
table price for us to take in our sales programs. 

Mr. Poage. Does that not mean that your sales program is not the 
type of sales program that some of us had in mind because the Texas 
Oil Co., for instance, has salesmen but a very small part of their sales 
force is in their head office. Their salesmen are where the customers 
are. 

Swift & Co. has salesmen, lots of them, but there are very few of 
them in Chicago, relatively. 

It is true with most private business enterprises that the salesmen 

are generally where the customers are, are they not! 

Mr. Bercrr. That is correct. 

Mr. Poage. This is a sales organization to sell abroad primarily, as 
I understand it. I guess it sells at home, too? 

Mr. Berecer. Yes, sir. 

Mr. Poace. The hope was held out that with the establishment of 
this sales organization, we would sell abroad. We have only got one 
man out of that force located abroad; is that right ? 

Mr. Bercer. That is correct. He is on the Sales Manager staff, 
Mr. Chairman. However, we do have our agricultural attachés with 
the Foreign Agricultural Service and they, in turn, are always looking 
for prospects of cash sales. 

Mr. Poage. That is right, but I have carried on a long-time cam- 
paign to try to convert those people from foreign county agents into 
salesmen. I think this has been done with some degree of success and 
I hope that it has been successful. The chairman has been interested 
in that for a long time. 

Mr. Cootey. That brings up this question: Who is going to attend 
the agricultural attaché meeting in Paris? 

Mr. Bercer. Mr. O'Leary would have to answer that. I am not sure 
who is attending it. 

Do you have an agricultural attaché meeting in Paris? 

Mr. O'Leary. A 3-d: ay meeting; 10th, lith, and 12th of September 
in Paris. 

Mr. Cootry. I have asked and arranged for some members of our 
tobacco subcommittee to go to a meeting in London sometime prior 
to that time, and I am also suggesting that they attend this attaché 
meeting in Paris so they will have an opportunity to confer with our 
attachés in these European countries. Who is going from here? 

Mr. O’Leary. The Administrator, Mr. Myers. I am going and our 
foreign trade promotion man, who is in charge of the market develop- 
ment project and trade fair activities will be there. 

Mr. Poace. Who isthat? Foreign Trade Development ? 

Mr. O'Leary. James O. Howard. 

Mr. Poacer. Is he located here ¢ 

Mr. O'Leary. Yes, sir. It isan administrative job. 

Mr. Cootry. Will your man from Rotterdam be there? 

Mr. O’Lrary. Yes, sir. I believe there will be somebody from your 
office, Mr. Berger. 

Mr. Bercer. I am not sure of it. 

Mr. Poacr. What is the main purpose of this meeting in Paris? 

Mr. O’Leary. The purpose of the meetings is to gather the attachés 
together periodically for the purpose of discussing market develop- 








46 PROGRAM OPERATIONS OF PUBLIC LAW 480 


ment potentials, market situations, and related factors that affect ex- 
ports from the United States to the areas in et they serve. 

Mr. Poace. In other words, it is primarily a sales meeting? 

Mr. O’Leary. It isa marketing conference; bat sir. 

Mr. Poacr. I want to commend you on that because I think it should 
be a sales meeting. I think that is what we are paying these people 
salaries for, to sell goods. Certainly, we are not sending people to 
Europe, of all places, to tell people how they can grow more corn or 
how they can smuggle some tobacco seed over there. 

_Mr. O'Leary. That is not the function of the agricultural attaché, 
sir. 

Mr. Poacr. This is going to be completely under the control of the 
Department of Agriculture ? 

Mr. O'Leary. Yes, sir. 

Mr. Poacr. The State Department is not controlling it in any way ? 

Mr. O’Leary. No, sir. 

Mr. Poace. Do not let them take control of it. 

Mr. Hoeven. These meetings of the agricultural attachés are be- 
coming annual affairs, are they not? 

Mr. Bercer. Yes, sir. 

Mr. Hoeven. I want to say that the agricultural attachés are doing 
a wonderful job. Mr. Hagen and I were priviledged to meet with the 
group in Rome last year in connection with the FAO meeting and I 
found it very worthwhile. I think we are moving in the right direc- 
tion and I like to think these attachés of ours are salesmen. The 
climate is much better since we have had the jurisdiction transferred 
to the Department of Agriculture and although only one man may be 
in Amsterdam and a lot in Washington, the fact remains that these 
agriculture attachés out in the field are part of that overall system 
selling agricultural commodities and giving particular attention to 
surplus agricultural commodities. 

I think we are doing a right good job. 

Mr. Poace. Just what authority do these men have in regard to 
price, either the attaché’s or Mr. Daniel’s staff ? 

Mr. Bercer. Mr. Chairman, may I clear up one thing ? 

The man in Amsterdam, one of his basic jobs at the present time is 
to help us gather information on what commodities are selling for in 
the European market so that we can have a guideline as to how to 
establish our subsidies on our feed grains and corn and wheat, or, as 
far as that is concerned, any other thing. 

Cotton is being subsidized in the subsidy-in-kind sales program at 
the present time. 

He is not an agricultural attaché as such, but he is attached to them 
and naturally it has been worked out that way from an organizational 
standpoint. 

I think the thing the committee should keep in mind is that the 


salesmen that we really have in the world market are represented by 
private trade. It is our exporters that are out there looking for 
markets and they are looking for every market that they can find. 
We find that they are looking all over the world for a place to sell 
something and it is our job, in establishing these subsidies, to see that 
our prices are in line, so that we are getting the full world market out 
of these commodities. That is the responsibility that we have and 








PROGRAM OPERATIONS OF PUBLIC LAW 480 47 


that is being carried on at the present time by the sales manager and 
his organization. 

Mr. Poace. Let us see what you mean by that. 

If there is a mill in Milan, Italy, a cotton mill, and it must buy its 
cotton somewhere because they do not grow it, Anderson- Clayton 
and the rest of the cotton firms are all offeri ing them cotton just as they 
always have done for many years. 

The Egy ptian firms are ‘doing the same thing as well as the firms in 
South America. They are offering the cotton at certain prices and the 
Mexicans are offering them cotton through Anderson-Clayton. They 
are given quotations every day and none of your men give them any 
other quotations. They just read the big board the same as everybody 
else and none of your men give any special quotations. Your men are 
doing the job by telling that mill that it can get American cotton? 

Mr. Bercer. That is correct. 

Mr. Poace. Just as cheaply as they can get Mexican cotton or 
Pakistani cotton. 

Mr. Bercer. That is correct. 

Mr. Poace. What you are doing is to try to make them understand, 
if they like American cotton, they can buy it at the world price? 

Mr. Bercer. And keep us informed as to what the offerings are. 

Mr. Poage. You say that you will see that they buy it at the world 
price or buy the cotton from us at substantially less than the world 
price, in order that Pearl Crisby can sell it to that mill in Milan? 

[ should say, you will let them buy it from him at considerably less 


than your acquisition price in order to sell it to that mill in Milan at 
the world price? 


Mr. Bercer. That is correct. 

Mr. Poace. You have to know just what the competitive world 
price is in Milan and to know how low you can make that price in 
Dallas, Tex. ¢ 

Mr. Bereer. That is correct. 

Mr. Poace. Now you do not make any differentiation? You give 
them that much extra cotton and let him sell it, which comes to about 
the same thing as far as this isconcerned? You give him extra cotton 
instead of selling it to him at this other price ? 

Mr. Brercer. That is right. 

Mr. Garuines. I would just like to say that cotton is in a critical 
situation and would be in a more critical condition had it not been 
for the program that has been set up where the CCC moved some 7.5 
million bales of cotton in export channels in the last 25 months. 

Rice is another commodity that depends largely on exports. As 
a matter of fact, you have to export 45 percent of the rice produced in 
this country or the rice farmers are out of business completely. 

We appreciate the fact that the Department of Agriculture has 
looked ahead and realized that we were facing a very serious problem 
with respect to both cotton and rice and have done something about it. 

I see in this report here that during fiscal year just ended that you 
had contracted to move 3,975,000 hundredweight rice under title 
which is practically 4 million hundredweight. 

It would be necessary, in order to maintain the present allotment 
of 1,652,000 acres, to dispose of some 35 million hundredweight of 
rice ina year: is that not about right ? 


s 
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Mr. McLatrn. It would alter it considerably. It is in the neigh- 
borhood of the figure you are talking about. 

Mr. Garuines. With this 3,935,000 from July 1, 1957, through 
June 30, 1958, that is the approximate quantity that agreements have 
been signed for under 480 on title I? 

Mr. McLarn. Yes. 

Mr. Garuines. What is the difference there? The difference there 
would be considerable. 

How much of this rice would move through regular commercial 
channels of trade? 

Mr. Bercer. I do not have those figures in front of me at the present 
time, but we have put on a very aggressive sales program for cash for 
rice. Possibly you are acquainted with it. It is a slow program but 
if I remember rightly, it is moving in the neighborhood of 1,300,000 
hundred weight. 

Is there anybody here who can give me that figure ? 

Mr. THornspureG. My name is T. 8. Thornburg and I am the Chief, 
Financial Analysis Branch, Fiscal Division, CSS, Department of 
Agriculture. 

Six and a half million bags of milled rice were disposed of in the 
last 11 months. 

Mr. Garurnes. A total of about 614 million bags? 

Mr. THornsure. That is right. 

Mr. Gatutnes. Out of how much ? 

Mr. TxHorneure. 1,100,000 bags went into sales for export for 
dollars. 

Mr. Bercer. That is for the first 11 months of this past fiscal year. 
1 think I was including the 1,300,000 figure being for the full fiscal 
year. 

* Mr. Garurnas. The ricegrower will be cut back on his acreage— 
since 1953 by 40 percent—had it not been for the passage of the bill 
which I hope will be signed into law soon. He would be cut back 
45 percent and that would be about 85 percent of his total planned? 

Mr. Bercer. He would have to take another 40 percent cut. 

Mr. Garurnes. What do you anticipate doing to move rice in the 
months ahead ? 

Mr. Bercer. We need title I money. As I said before, we are held 
up because of title I money and rice has gotten more benefit out of 
title I than any other commodity. 

Mr. Gatrutnes. Those of us around this table realize that. 

Mr. Poacr. We have a meetig at 2:30 on that very problem. 

Mr. Gatutnes. I think something will be done about that, as the 
chairman said. 

That. leads to the next question. Just how will this money be al- 
located with respect to cotton and rice and wheat and corn and 
tobacco? Just what will be used as a criteria or guidepost ? 

Mr. Bercrr. All I could say, Congressman, is that I think we have 
done a pretty good job of allocating it in the past and I think we 
will in the future. 

Mr. Gatruines. On what basis? 

Mr. Bercer. I think we will use the same guidelines we have used 
in the past. One of those is, What demand is there for the different 
commodities that we can apply to this? 
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I am not quite well enough posted at this point in regard to what 
the demand is for rice. 

Maybe Mr. O’Leary or somebody from FAS could give an answer 
to that. 

Mr. O’Leary. I do not think that it will be necessary under this 
forthcoming authorization to more or less divide the funds up among 
commodities. We were almost in the position of doing that last year 
because of the funds limitation. The funds limitation will not exist 
this year, there will be plenty of funds for the programs and all com- 
modities as I say. It will be programed as it was during the first 3 
years of the program, on this basis of the surplus position of the 
various commodities and on the basis of the outlets abroad available 
for moving commodities under the program. 

Mr. Poace. Would you yield at this point and let me make a com- 
ment and ask a question ? 

Mr.Garuines. Yes. 

Mr. Poagr. I think nobody grows rice in my district but I was 
always taught that a large part of the people that eat rice—and I was 
always led to believe—are people who are in the greatest need through- 
out the world and who need food probably more ‘than any other people 
in the world. 

Mr. Bercer. That is correct. 

Mr. Poace. If they could get it, that is. 

Obviously, there is a tremendous demand for rice and the United 
States produces a very small portion of the rice of the world. 

Mr. Gatuines. Two percent. 

Mr. Poacer. Certainly, the rest of the world would eat up all of the 
rice that we produce and 3 or 4 times as much as we produce and still 
have a starvation diet for hundreds of millions of people. Certainly, 
some of those people and some of those governments are willing to 
put printing presses running to give us some fancy paper in exc hange 
for that rice. 

Are we to understand that nobody wants to buy this rice under 
480 ? 

Mr. McLain. I do not think so. Mr. O’Leary did not say that. He 
said that this would move pretty rapidly after 

Mr. Poacsr. That is what I understood. There was a big demand 
for this rice and people would like to buy it if they could spend their 
own currencies for it. 

Then the question arises, Why is it not probably the easiest of all 
our surplus commodities to dispose of ? 

Obviously, a greater demand exists in the world and there is a very 
large demand in the world today and a very small supply, relatively, 
in the United States. 

Why is there not a demand for our little handful of rice on the 
world market, more than anything else we produce / 

Mr. Bercer. Mr. Chairman, I stated earlier in discussion that rice 
was the one commodity that got more benefit out of title I commodity 
program than any other e ommodity. 

Mr. Poacer. I know that you stated that. 

Mr. Bercer. It has been a great help. 

Mr. Poacr. I know that you stated that, but we are still producing 
only 2 percent of the world’s rice and we are eating about half of it at 
home, are we not ? 
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Mr. Bercer. That is approximately correct. 

Mr. Poace. That leaves us less than 1 percent of the world’s rice to 
move in the world market. 

You have not sold half of that 1 percent, have you ? 

Mr. Berrerr. I am sorry that I cannot answer you. I have not 
looked at those figures. recently and I would not be able to answer, but 
we can put it in the record. 

Mr. Poace. Lam roughly correct, am I not ? 

Mr. Bercer. I am not sure of that. I thought the rice was moving 
much better and there was a better demand for rice than that. 

Mr. Poacer. If there was that demand for rice, then you would not 
have the surplus and you would not have to require the cut in acreage 
of another 40 or 45 percent ¢ 

Obviously, it is not moving because you were piling up such a sur- 
plus and announced that you were going to have to cut production of 
rice by another 45 percent in acreage; is that right? 

Mr. Bercer. I think the reference that the Congressman has was 
that without title I, our producers would have to cut back. 

Mr. Poacr. Without the law. We had the title I programs. We 
had them all last year and the year before, and the year before that. 

In spite of that, the Secretary told the ricegrowers that unless 4 
changed the law we were going to have to take a cut of another 45 
percent. 

Mr. Gatuines. 652,000 and 900,000 acres. 

Mr. Poacer. That is because we were building up such a surplus of 
rice production. 

Mr. THomreson. That news to the rice producers is not new. 

Mr. Poage. I know it is not. 

Mr. Tompson. It was known last spring. 

Mr. Poace. I know it was and that is what I am talking about, Mr. 
Thompson. I realize it was. It was known then and it was true 
because we were not moving the rice. 

Mr. Tuompson. Exactly. 

Mr. Poacr. Had we been moving the rice we would not have had 
such surplus and it would not have been necessary to take these acreage 
cuts. Consequently we obviously could not have moved more than 
one-half of 1 percent of the world’s rice. 

If we sell more than one-half of 1 percent of the world’s cotton we 
sell more than one-half of 1 percent of the world’s wheat; we sell more 
than one-half of 1 percent of the world’s tobacco, and of almost every 
other commodity. 

Here is a little bitty commodity that is relatively small in the 
United States for which it is admitted there is the greatest demand 
of any food product in the world. There is a greater demand for 
rice than for wheat. There is no commodity which the worldwide 
demand that rice has, and yet we cannot sell it. We cannot sell it 
for local currency. 

I realize those people are desperate and they cannot pay dollars, but 
why can’t you sell it for local currency, Mr. Berger? 

Mr. Bercer. I thought we were selling it for local currency to the 
extent of our funds. 

Mr. Poace. You obviously have not or you would not have the 
surpluses. 
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Mr. Bercer. I was under the impression whatever rice we have is 
pretty well programed. 

Mr. Poaas. Then, how in the world was it necessary for the Secre- 
tary to make these tremendous acres ige cuts ¢ 

Mr. Berger. I cannot answer that one. 

Mr. McLatn. The rice people themselves, Mr. Carter, from your 
State, Mr. Gathings, was the first to admit some time ago in 1956 
or 1957 that the rice industry, because of the point you raise, Mr. 
Poage, because of destitute conditions of those who use rice, the only 
way “the rice program can be continued is to continue to use 480 in 
a vigorous way. Several others said the same thing. 

Mr. O’Leary indicated that with these new funds there will be 
ample funds to move out in the direction of expanding these markets 
with title I funds. We did it 2 years ago, and until the funds begin 
to get down to where we had to prorate them fairly between ‘all 
commodities and put a limitation on them, that condition existed. 

Now, we will get the funds and will be off again and in my judgment 
move this rice wherever there is demand for it. Mr. O’Leary said 
that. 

Mr. Poacr. When did you put limitations on these funds ? 

Mr. McLain. The exact timing can be answered better by Mr. 
O'Leary. This was last fall, was it not? It was some time during 
the year when we knew that because of the terrific demand we had 
had we had to be careful how we used the rest of the funds. 

Mr. Poacr. Could Mr. O’Leary tie it down more definitely as to 
when we put a limitation upon the funds by commodities? 

Mr. O’Leary. There never was a strict apportionment of funds 
among the commodities. 

However, as you know, several commodities were in trouble from 
a surplus st: indpoint. Feed grains had to be pushed. Wheat, 
of course, always is a commodity which is greatly in demand. We 
did not overemphasize wheat and do not have to because this is the 
main commodity that most of the buying he oer ies want. 

Mr. Cooter. I have had information, I don’t know how reliable 
it is, to the effect that you emphasized wheat to the exclusion of 
rice. People were trying to buy rice and you pushed them aside and 
said you could not let them have the rice but would give them the 
wheat. 

That came out in some of our hearings. 

I had been told that had you pushed rice into the world market, 
as Mr. Poage indicated he thought you should have, we would not 
be in this situation now. 

I am not blaming you or anybody else, but I am telling you what 
‘ame to me. 

Mr. O’Leary. The only case I can think of where you might have 
heard this would be in the case of India. 

Mr. Cootry. That was one. 

Mr. O’Lrary. The requirements India had were so tremendous you 
could not even begin to think of taking care of that demand and that 
requirement with rice 

Mr. Poace. How much wheat did you send India last year? 

Mr. O’Leary. About 314 million tons under the 3-year agreement. 

Mr. Poace. How much rice did you send during the same period? 
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Is 3 million tons 90 million bushels? 

Mr. Bercer. Approximately that. 

Mr. O'Leary. $26 million worth of rice to India. 

Mr. Poage. Relate that to the same thing you related wheat to. 
How many tons or dollars was that? 

Mr. O’Leary. About 200,000 tons. About 414 million bags. 

Mr. Poace. And how many tons of wheat? 

Mr. O’Leary. Over 3 million. 

Mr. Poser. That is about 1 to 15. It sounds fair. I don’t know. 

Mr. O’Leary. Rice was moving to countries such as Indonesia, also. 

Mr. Poace. Wheat also was moving in such countries as Brazil, I 
know. 

Mr. O’Leary. That is right. 

Mr. Poagr. So I don’t know whether that is a fair ratio or not. 
I am not trying to say it is or is not. I wondered how much you were 
moving there. 

Maybe we can get it clearly from another angle. 

What percentage of the 1957 wheat crop did you export under 
subsidy? Every bushel you sent from the United States went under 
subsidy, I know that, but what percentage of the wheat crop did 
youexport? Roughly half, did you not? Ate 

Mr. O’Leary. Total exports a little less than half, about 400 million 
bushels. Production was nearly a billion, I think. 

Mr. McLatry. A little over 900 million last year. 

Mr. Poace. How many were the exports? 

Mr. O’Leary. Four hundred million bushels were total exports. 

Mr. Poser. A little less than half, about 45 percent. 

Mr. O’Leary. That is right. 

Mr. Poaee. As to rice crop, what percentage of that did you export, 
and I know that was all susbidy. 

Mr. O’Leary. About 30 percent of rice production for the 4-year 
period moved under the title I program. ‘Total rice exports were 
about 

Mr. Poace. Did anybody buy them with dollars? 

Mr. Bercer. About 1,900,000 in 11 months. 

Mr. Poace. Most of that went to Cuba? 

Mr. Brercrer. Yes, and many other countries of the world. 

Mr. Poace. Did you pay a subsidy on that ? 

Mr. Bercer. In Cuba we are selling at the regular price, so I do 
not believe that is included. 

Mr. McLarty. Anything that went anywhere else other than Cuba 
was all subsidized and the world price is much less than ours, and 
has been. 

Mr. Poacr. How did you pay that subsidy? How did you work it? 
You simply sold it to somebody at less than actual cost ? 

Mr. Bercer. That is right. 

Mr. Poacr. You sold it to an American exporter or to a Cuban 
firm? With whom did you deal? 

Mr. Bercer. An American exporter handled it on a competitive bid 
basis. 

Mr. Poace. And you were able to sell it there because the export 
law allowed you to sell it at that price? 

Mr. Bercer. That is right. 
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Mr. Poacr. About how much below the American market is the 
world market? Would you say one-half ? 

Mr. Bercer. I would think it would be all of that. It is about one- 
half. 

Mr. Poacr. How about wheat ? 

Mr. Bercer. Year before last it was nearly 80 cents per bushel but 
at the present time it is about 60. Support price has been a little 
lower. 

Mr. Cooter. Getting away from rice for a moment to ask a general 
question : 

I have information to the effect that American businessmen 
who want to do business in world markets and to be of some assis- 
tance in disposing of our surplus commodities have encountered con- 
siderable difficulty in trying to transact business in world markets 
with the armed services. 

When a man comes to me as a Member of Congress and tells me 
that he has a prospect for exporting some of our surplus commodities 
to some foreign countries, and wants to get prices and quantities and 
conditions and terms and all that, to whom shall I direct my questions ? 

Mr. Bercer. Write to our sales man: iger’s office. That is what they 
are there for. Every sales announcement is made public. The man 
can get on the mailing list so he will receive every sales announcement 
that comes out of our office. It gives him full instructions as to 
where to place his bids, when and how. That is public information. 

Mr. Cootry. He may ascertain the commodities that are available, 
and prices at which they are available ? 

Mr. Brercer. That is right. 

Mr. McLain. We put out a monthly list, and then we have a 
daily release. This is a complaint we never hear, Mr. Cooley. 

If you have anybody like that who does not understand how this 
thing works send them down, and we will inform them pretty fast. 

Mr. Cootry. A man talked to me about it and did not know how 
to start. 

Mr. Poace. I took the witness from Mr. Gathings. 

Mr. Gathings, you may proceed. 

Mr. Garutnes. You did a splendid job, and I appreciate the ques- 
tions you asked. 

I wish you would give us an explanation of this payment-in-kind 
program for rice which is being anticipated. 

Mr. McLarn. We have not finalized it as yet, Mr. Gathings. Senator 
Ellender was anxious to have this kind of program launc ‘hed because 
he had some people in the business who thought it should be, and he was 
strong for it in wheat and other commodities. 

We followed a policy in the Department which I think this com- 
mittee would agree with. We do not launch off on a program like this 
unless we have had the trade and the producer groups pretty well in 
agreement on what we will do. 

“Mr. Garutnes. You called them in a few weeks ago, I recall. 

Mr. McLarty. Yes. We are running into some problems on rice be- 

cause we do not have unanimity of opinion as to how the thing should be 
handled. Weare still struggling with it and hope eventually to get it 
worked out. 
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Garuines. You think vou will call them back before it is 
finalized ¢ 

Mr. McLatrn. Yes, sir. 

Mr. Bercer. I have not had a chance to give Mr. McLain a report. 
In my office within my shop we had a discussion on it recently which 
1 have not been able to tell Mr. McLain about. 

There is enough opposition to the program as proposed at the pres- 
ent time so we cannot move forward with the subsidy-in-kind program 
on rice until we have not only one but several more meetings on the 
program for rice. 

We thought it would be a simple program but there are a lot of 
complications. 

Mr. Garuines. I know some of the problems. 

Mr. Bercer. We are at the point where it will take us some time to 
work it out. We are simply not ready to make any announcement 
until we are satisfied that the industry feels this can work. 

Mr. Tuomrson. Mr. Chairman, I have no desire whatever to inject 
any critical note to this meeting. I think it has been very construc- 
tive. I think it will lead to an end perhaps to many of the mis- 
undestandings in the future, particularly if we « continue to have these 
hearings, meetings, or conferences, whatever you want to call them, 
between the Congress and those who administer 480. 

Mr. Poace. The Chair will adjourn this meeting subject to call of 
the Chair with the idea you will probably want to have one or more 
such meetings during the fall. 

Mr. Tuompson. And by all means next season. 

[ have no desire to inject any critical note, and the fact I have not 
done so in the past certainly should demonstrate that. 

However, Mr. Gathings and others in the Rice Subcommittee heard 
some months ago that the surplus figures which would come up at the 
end of the year were artificially set. By that I mean that had the 
export program been continued as it was then going, by this time of 
the year, the first of August, there would have been no surplus of 
rice. 

When that time has arrived, then in setting the support figures 
for next year, the acreages, and so forth, the escalator clause would 
have been invoked and the support price would have gone up to 80- 
plus percent. 

Mr. Gaturtnes. That is right. 

Mr. THompson. The figures that were sent over from the office of 
the people who gathered the figures, the office of the people who set the 
surplus, indicated that there would be apparently healthy exports in 
the coming year and that would continue the higher supports, and 
so forth and so on. 

At any rate, those figures were sent back across the street with 
instructions to bring them out to show that there should be no more 
than a 75 percent price support during the next year. 

That information came to us first from the industry, and the in- 
dustry, incidentally, is a rather tightly knit industry. Each segment 
of it knows what the other segment is doing and you can put in a half 
dozen phone calls in the Rice Belt and find out what the industry 
thinks. 
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If you recall, Mr. Gathings, you and I did not think the manipula- 
tion would take place, and we held a series of hearings here in this 
room and some down the hall, and finally convinced ourselves that it 
was true, that such maneuvering had gone on. 

You will remember our conferences on the subject when we decided 
that rather than to recriminate and stir up friction, and so forth and 
so on, we should charge this off to experience, but that we should be 
very careful in the coming year and the coming years to see that 
nothing of the kind will take place again. It was then we recom- 
mended a watchdog committee to prevent exactly such a thing as we 
discovered going on. 

I am more and more convinced now that such a thing is necessary, 
and I believe it would be welcomed by the Department. The Depart- 
ment has no more desire for misunderstanding than we have. 

We have an obligation to act for and perhaps between the Depart- 
ment and our rice pr roducers and the total rice industr y. 

I think it could best be done by such a thing as this. 

I am interested, as you are, Mr, Gathings, in the future and not 
with recriminations over what might have happened that we did not 
approve of in the past. However, there is a world shortage of rice 
coming up this year. Let us correct the record—we produce 3 per- 
cent, as I understand it, rather than 2. 

Mr. Bercer. That is right. 

Mr. THompson. But out of whatever we produce there is bound 
to come rice that will be terribly needed in the Far East where it 
normally will be produced this year, and where friends of ours, people 
we would like to have as friends, will depend on it. I would like to 
be in a position to meet that demand. 

Incidentally, if you recall, we found, when we were investigating 
to see whether the surplus we would have at the beginning of this 
present crop year, the first of August, that surplus was artificially 
fixed. We inquired of the State Department and found out they had 
orders for every pound of rice that was in surplus in this country. 

Those things we would like to prevent. 

Mr. Chairman, these remarks of mine are not said with any idea 
of criticism but to substantiate the recommendation I made to you 
and Mr. Cooley that we certainly do need for the protection of all 
concerned the regularly functioning watchdog committee. This may 
be it; I don’t know. 

Mr. Garnutnes. T want to thank you and Mr. Cooley for looking 
into this matter and into the entire program. 

Mr. Cootry. I should like to make one observation; I do not believe 
Mr. Thompson is responsible for the charge himself, but he speaks with 
a very soft voice. However, he has laid down a ver Vv grave indictment 
against somebody in that Department. 

Mr. McLartn. I have the very highest regard for Congressman 
Thompson and Congressman Gathings. When these subcommittee 
hearings were conducted on rice and this question was raised, I think 
what Mr. Poage has earlier said and what Mr. Thompson indicates 
here, that probably we could have found an outlet for much more rice 
to move than actually did move, I personally do not object to a watch- 
dog committee anywhere, looking into how these funds are used as 
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between commodities. I think again, as I told Mr. Thompson at the 
time of these hearings, if you took total funds spent for rice and com- 
pared it with any other of the basic commodities under 480, title I, 
you will find rice has fared about as well or better than any of the 
other commodities. 

While Mr. Thompson and Mr. Gathings have particular interest in 
rice, Mr. Cooley has an interest in tobacco, and Mr. Poage has an in- 
terest in cotton and wheat, we have to look at this on the basis of what 
is fair and equitable to all commodities. 

Granted, if one commodity, because there was a demand for it, could 
take more than their share of the funds, I am sure if I were a Congress- 
man representing that district I might be very happy about doing it, 
but we have to look at this from the overall situation. 

Mr. Cootzy. Looking at it from the overall situation, you haven’t 
a dime invested in flue-cured tobacco, and yet in this sheet you carry 
$355 million, and you treat that as if the Government had it in the 
inventory. That is the thing I do not like about it. 

I think you are justified in stepping in and helping out in the to- 
bacco situation because you do not have any loss. 

Mr. McLain. You are illustrating just what I have been saying. 
We have this expression from the wheat people, we have it from the 
commodities that are not basic commodities, and they cannot under- 
stand why large sums of this money cannot be used for their com- 
modity ; the oil people, for instance. 

It is a difficult problem to sit on top of. These FAS boys have 
real problems and we have to share it in my end of the shop. 

Personally I do not object to having a watchdog committee to look 
at it. Maybe if they looked at it they might be happier about what 
we are doing. 

Mr. THompeson. I wouldn’t be a bit surprised. 

Mr. Poacer. I understand every one of these subcommittees is 
charged with the responsibility of carrying on its own watchdog 
activities for their own commodities. We are here just to try to find 
out what is being done in the field of foreign operations. Rice pres- 
ently is armed with all the power it needs to look after its own 
troubles, wheat the same way, feed grains the same way, and every 
one of these commodities. 

Is that right, Mr. Chairman ? 

Mr. Cootry. That is right. Under the reorganization bill we are 
charged with the responsibility of doing just that. 

Mr. Poace. We don’t need a new or special committee. 

Mr. McLarn. I think you are doing a pretty good job of watching, 
Mr. Poage. 

Mr. TuHomrson. As I said, we were interested in the future. 

At one of these meetings called for the purpose of going further 
into the background of the 480 operations, somebody had an inspi- 
ration and submitted to Mr. McLain what then was called the $64,000 
question. 

Would the Department accept the elimination of the escalator 
clause, plus 3 years at 75 percent support, no lower than 75 percent, 
plus a 3-year freeze on acreage, a 3-year floor on acreage at this year’s 
figure ? 
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We left the meeting feeling we had all agreed on that formula 
for rice. That is pretty close to what we have today, I hope, on the 
President’s desk or on the way back. 

Mr. MoLarn. I think that is right. 

Mr. THomrson. Had we not come to that very satisfactory out- 
look, then I think we would have explored this situation brought to 
your attention now. 

I might point this out to you, and it might have a bearing: 

The percentage of rice participation in the program from July 
1 of 1954 to June 30, 1958, was 7.8 percent. 

For the first 6 months of this year it dropped to 3 percent, which 
indicates there was a sudden falling off of business in rice. 

Mr. Poace. Is it not fair to say ‘this: If Congress works out an 
agreement with the Senate and it becomes law, and we anticipate 
it will in the near future, extending 480 under substantially the 
terms now outlined in the two bills, that the Department will have 
the funds necessary to carry on a for eign operation and any of these 
commodities may expect, at least within the immediate foreseeable 
future, to have the Department selling all of the quantities they 
can find markets for ¢ 

Mr. McLain. I guarantee you we will use the funds as rapidly 
and as effectively as we can. 

Mr. Marrnews. One final observation, Mr. Chairman, saying it 
not as effectively as our chairman, Mr. Cooley, said—I hope some 
of those funds will go to supporting flue-cured tobacco. 

Mr. Poace. Thank you all for your appearance. 





